
BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2006-92-WS —ORDER NO, 2008-855

DECEMBER 30, 2008

INRE: ApplicationofCarolina WaterService, Inc, ) ORDERAPPROVING
for Adjustment of Rates and Charges for the ) SETTLEMENT
Provision of Water and Sewer Service. ) AGREEMENT

This matter comes before the Public Service Commission of South Carolina

("Commission" ) by Order of the Supreme Court of South Carolina ("Court" ) dated

September 3, 2008, remanding this case to the Commission so that it may consider again

the settlement agreement previously presented in this docket.

Carolina Water Service, Inc. ("CWS" or the "Company" ) is a Delaware

corporation, authorized to do business in the State of South Carolina, and provides water

and sewer service to the public for compensation in certain areas of South Carolina

pursuant to rates previously approved by the Commission in Docket No. 2004-357-W/S.

CWS's provision of utility service to its water and sev, er customers in South Carolina is

subject to the jurisdiction of the Commission pursuant to S.C. Code Ann. tj 58-5-10, en

seq. (1976, as amended).

On March 28, 2006, CWS filed with the Commission an application for approval

of a new schedule of rates and charges. By operation of S.C. Code Ann. Ij 58-4-10(B)

(Supp. 2006), the South Carolina Office of Regulatory Staff ("ORS") was a party of
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record in the application proceeding. No other person or entity intervened or was

otherwise recognized as a paity of record,

CWS and ORS arrived at a settlement, which was submitted to the Commission

on August 30, 2006 ("Settlement Agreement" ). A hearing was held on Thursday,

September 7, 2006, during which the parties presented the Settlement Agreement and the

Commission posed certain questions regarding the Company's operations and customer

service. Citing the parties' failure to answer its questions or otherwise address its

concerns, the Commission rejected the parties' Settlement Agreement and issued Order

No. 2006-543 to that effect and denied the application for rate relief on October 2, 2006,

CWS and ORS filed petitions for rehearing of this order pursuant to S.C. Code Ann. II

58-5-330 (Supp. 2006). On May 9, 2007, the Company filed a surety bond which the

Commission approved in Order No. 2007-230 dated April 5, 2007, as required by S.C.

Code Ann. ) 58-5-240(D). Further, pursuant to the terms of that statute, the Company

placed the full amount of the rates set foith in the Settlement Agreement into effect under

bond, pending the outcome of its appeal. The Commission voted to deny both of the

petitions for rehearing, and on November 19, 2007, issued Order No. 2007-140 denying

the parties' petitions for reconsideration. ' The Commission's decisions were thereaAer

appealed to the Court.

On June 27, 2008, the Couit granted the ORS's motion to withdraw its appeal.

On September 3, 2008, the Court granted CWS's and the ORS's joint motion to hold the

appeal of CWS in abeyance and remanded this matter so that the Commission could hold

A more detailed procedural history of this case is set foith in the

Commission's Order No. 2007-140 of November 19, 2007.
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such additional hearings as it deemed necessary and reconsider its determination to reject

the August 30, 2006 Settlement Agreement. The Court's order provided that if the

Commission were to approve the Settlement Agreement, the appeal would be mooted,

and if the Commission were to reject the Settlement Agreement or fail to rule on the

matter by December 31, 2008, CWS's appeal would be reinstated.

The Commission held a hearing on October 1, 2008, at the Commission's offices

located at 101 Executive Center Drive, Columbia, South Carolina. CWS was represented

by Mitchell Willoughby, Esquire, and John M, S. Hoefer, Esquire. ORS was represented

by Nanette S. Edwards, Esquire, and Shannon Bowyer Hudson, Esquire. CWS presented

the testimony of Steven M. Lubeitozzi and Bise T. Haas and ORS presented the

testimony of Dawn M. Hipp and Sharon G. Scott as remand witnesses. The Commission

also received testimony and information from two public witnesses: Representative Carl

L, Gullick, and Donald G. Long, a member of the River Hills Community in York

County, South Carolina.

At the October 1st hearing, the Company and the ORS presented witnesses who

addressed each of the concerns cited by this Commission when we previously declined to

approve the settlement. We also take note of the Company's stated willingness to

continue providing this type of information in future proceedings. The witnesses

addressed: 1) the finances of the Company's subsystems, and specifically of the River

Hills subdivision, 2) the incidence of sewer backups, and the company's response to

them, 3) the fairness of the Company's flat rate billing for sewerage services, 4) the
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appropriateness of the Company's rate case expenses, and 5) the Company's DHEC

compliance record.

The Commission had asked the Company to provide specific financial

information regarding its subsystems, or to explain why such information could not be

provided. This inquiry was prompted by the complaints of several customers, principally

in the River Hills subdivision in York County, that they were paying unreasonably high

rates in order to justify other less profitable subsystems operated by CWS. After

considering the testimony on remand of Steven Lubeitozzi, the Company's Chief

Financial Officer, the Commission is convinced that the Company is presently unable to

compile financial information at a subsystem level without incurring significant expenses

which would eventually be borne by its customers. We examined a letter from CWS to

the ORS providing certain estimates regarding the finances of its River Hills operations,

which was submitted by Mr, Long, a customer of River Hills, and an exhibit in which Mr.

Long analyzed the Company's estimates, We also considered written testimony of Mr.

Lubeitozzi that the Company submitted in response to Mr. Long's analysis. We find that

the letter, which was written by the Company on the basis of estimated data, does not

provide sufficiently accurate information on which we can base a decision. In light of

this conclusion, we need not rule on the Company's objection to our consideration of Mr.

Long's analysis, which was derived fiom the same unreliable data.

Mr. Lubeitozzi also testified about the hilly terrain of the River Hills service area,

and how these features make the area particularly costly to serve. Lubertozzi testified

that 50 of the Company's 104 lift stations across the state are in River Hills. Mr.
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Lubettozzi's testimony suggests that customers in the River Hills would not necessarily

benefit —as some clearly believe they would —if rates were set on a subdivision basis.

Ultimately, the Commission does not have a sufficient basis on which to conclude

that customers in River Hills, or in other subdivisions served by CWS, are being treated

inequitably under the Company's uniform rate structure. While the Commission does not

believe that it is compelled to impose a uniform rate structure on the customers of CWS,

it is not convinced that depaiting from a uniform rate structure is in their best interest at

this time.

Sewerage backups, and the Company's response to them, were a source of

concern of some customers in this case, and have been a concern in other proceedings

involving water and sewerage utilities. The Commission is determined to see that

regulated utilities are taking adequate measures to minimize the occurrence of these

incidents and that they are adequately responding when they do occur. At the hearing on

October 1", Bruce Haas, the Company's Regional Director of Operations, provided us

with details about the number of complaints of sewerage backups received by the

Company during the test period and the Company's response to them. He also testified

about the Company's prevention and response measures, such as periodic pressure

cleaning, TV camera inspections, and smoke testing, of the Company's lines. We do not

believe that there were a sufficient number of sewerage backups during the test year (41

out of 74 were determined to be the Company's responsibility) to justify denying the

Settlement Agreement. We are also encouraged by the Company's continued efforts to

improve its responses to sewerage backups.
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At the public hearings, several of the Company's sewerage customers questioned

the fairness of its flat rate billing. After considering the testimony of Mr. Lubertozzi, the

Commission is satisfied that it is not feasible to depait fiom the Company's flat rate

billing method for sewerage only services at this time, because of the difficulty involved

in obtaining timely and accurate data on which to base a volumetric charge. This is

especially the case, since departing from the flat rate tariff would necessarily result in

increased charges for some of the Company's customers. Such a change would have to

be made carefully, in order to avoid unintended consequences, and even greater potential

inequities than those which some customers perceive in the cuirent flat rate structure.

The Commission previously expressed concerns that it did not have sufficient

information to assess the propriety of the rate case expenses which the Company would

have recovered pursuant to the Settlement Agreement. At the remand hearing, Sharon

Scott, an Audit Manager with the Office of Regulatory Staff, provided a detailed

accounting of the Company's rate case expenses. Specifically, she testified that no

expenses were sought for the defense of an appeal that was pending at the time of the rate

case, the Commission's principal concern in this matter. Based on Ms. Scott's testimony,

the Commission is now satisfied that the agreed upon rate case expenses are reasonable.

The incidence and nature of a utility's DHEC violations have been viewed by the

Commission as a possible indication of the quality of a company's customer service, and

therefore an appropriate area of inquiry in rate cases. Dawn Hipp, the Director of the

ORS's Water and Wastewater Depaitment, provided the Commission with a detailed

explanation of CWS's DHEC violations during the test year and the corrective measures
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that were taken with regard to each incident. Based on Ms. Hipp's testimony, the

Commission is satisfied that the Company's DHEC violations did not have an unduly

negative effect on its service, especially in light of the corrective action taken.

The proposed rates and charges contained in the Settlement Agreement were

explained at the hearing held on September 7, 2006. The parties of record explained that

the Settlement Agreement, attached hereto as Order Exhibit 1, provides a schedule of

proposed rates, terms, and conditions which they considered just and reasonable to both

the Company and its customers. The Settlement Agreement specifies an agreed upon

increase in annual net revenues of $474, 117 derived fiom a stipulated return on equity of

9.40'/o and a return on rate base of 7.64'ra, with a resultant operating margin of 9.86a a.

Based upon the results of the ORS's detailed audit of CWS, the record suppoiting the

need of CWS for the rate relief, and the testimony heard at the Commission's hearing on

remand on October 1, 2008, it now appears to the Commission that the Settlement

Agreement provides a schedule of proposed rates, terms, and conditions that are just and

reasonable.

Based upon the evidence of record in this proceeding, and giving full

consideration to the additional testimony and other evidence provided during the hearing

on remand, we now find that the rates agreed to by the parties, as specified in the

Settlement Agreement and Exhibit G to Order Exhibit 1, are just and reasonable, Such

rates should also allow CWS to continue to provide its customers with adequate water

and sewer service. The Commission finds that the witnesses offered by the patties

provided satisfactory explanations and evidence regarding issues which were of concern
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to the Commission and either provided the requested information or explained to the

Commission why the information was unavailable.

After review and careful reconsideration by this Commission of the Settlement

Agreement, the evidence contained in the record of this case, and the testimony of all

witnesses, the Commission concludes as a matter of law that the Settlement Agreement

results in just and reasonable rates, charges and fees for water and sewer. Based on the

operating revenues, income, and expenses agreed upon by the parties and as confirmed

by ORS's audit, the resulting allowable operating margin for the Company is 9.86'ro. See

S.C. Code Ann. ( 58-5-240(H). Fuither, the revenues received by CWS from the

increased rates placed into effect under bond pursuant to S.C. Code Ann. tj 58-5-240(D)

(Supp. 2006) and Order No, 2007-230 do not exceed the revenues authorized by the

Commission herein and CWS is therefore not required to issue a refund pursuant to S.C.

Code Ann. ) 58-5-240(D). Accordingly, CWS is released fiom its obligation to maintain

the bond and is authorized to cancel the bond. Moreover, the surety shall be released

from any and all liability in this matter.

IT IS THEREFORE ORDERED THAT:

1. The proposed rates contained in the Settlement Agreement have been

entered into the record of this case without objection. We find that the schedule of rates

and charges and terms and conditions of the Settlement Agreement attached hereto as

Exhibit G to Order Exhibit I, and incorporated herein by reference, are just and

reasonable and will allow the Company to continue to provide its customers with

adequate water and sewer services.
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2. The schedule of rates and charges attached hereto as Exhibit G to Order

Exhibit l is hereby approved,

3. A 9,40/o rate of return on equity, a 7.64'ro return on rate base, and an

operating margin of 9.86'/o are approved for CWS,

4. Because the rates and charges placed into effect under bond are consistent

with the rates and charges approved herein, the revenues received from the increased

rates charged pursuant to bond do not exceed the revenues allowed by the Settlement

Agreement which is approved herein. Therefore, no refunds are required to be made by

the Company, See S.C. Code Ann. (J 58-5-240(D).

5. The surety bond heretofore filed by CWS in accordance with S.C. Code

Ann. ( 58-5-240(D) (Supp. 2006) and approved by the Commission in Order No, 2007-

230 is no longer needed. Therefore, CWS is hereby released from its obligation to

maintain the bond authorized in Order No, 2007-230 and is hereby authorized to cancel

the surety bond.

6. The surety for the bond is hereby released from any and all liability in

connection with the issuance of the surety bond.
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7. This Order shall remain in full force and effect until further Order of the

Commission.

BY ORDER OF THE COMMISSION:

Elizabeth . Fleming, Chairman

ATTEST:

John . Howard, Ulcc Chairman

(SEAL)
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BEFORE
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SOUTH CAROLINA

DOCKET NO. 2006-92-WS

August'8&~ 2006

Application of Carolina Water Service, )
Inc, for adjustment of rates and charges ) SKTTLEMKNT AGREEMENT
for the provision of water and sewer service. )

This Settlement Agreement is made by and between the Office of Regulatory Staff

("ORS") and Carolina Water Service, Inc. ("CWS" or "the Company*') (together referred to as

the "Parties" or sometimes individually as "Party" ),

WHEREAS, the Company has prepared and filed an Application seeking an adjustment

of its rates and charges and modifications to certain terms and conditions set out in its rate

schedule for the provision of its water and sewer service;

WHEREAS, the above-captioned proceeding has been established by the South Carolina

Public Service Commission ("Commission" ) pursuant to the procedure established in S.C. Code

Ann. II 58-5-240 (Supp. 2005), and the Parties to this Settlement Agreement are the only parties

of record in the above-captioned docket;

WHEREAS, since the filing of the Application, ORS has propounded numerous data

requests to CWS and the Company has provided those responses to ORS;

WHEREAS, ORS has audited the books and records of the Company relative to the

matters raised in the Application and, in connection therewith, has requested of and received

from the Company additional documentation;

Page I of 8

Order Exhibit 1

Docket No. 2006-92-WS
Order No. 2008-855

December 30, 2008

BEFORE
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SOUTH CAROLINA

DOCKET NO. 2006-92-WS

August __Oj 2006

Application of Carolina Water Service, )

Inc. for adjustment of rates and charges ) SETTLEMENT AGREEMENT

for the provision of water and sewer service. )
)

This Settlement Agreement is made by and between the Office of Regulatory Staff

("ORS") and Carolina Water Service, Inc. ("CWS" or "the Company") (together referred to as

the "Parties" or sometimes individually as "Party").
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schedule for the provision o f its water and sewer service;
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matters raised in the Application and, in connection therewith, has requested of and received

from the Company additional documentation;
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WHEREAS, the Parties have varying legal positions regarding the issues in tlus case;

WHEREAS, the Parties have engaged in discussions to determine if a settlement of the

issues would be in their best interests and in the case of ORS, in the public interest; and

WHEREAS, following those discussions the Company has determined that its interests

and ORS has deteimined that the public interest would be best served by stipulating to a

comprehensive settlement of all issues pending in the above-captioned case under the terms and

conditions set forth herein;

NOW, THEREFORE, the Parties hereby stipulate and agree to the following terms,

which, if adopted by the Commission in its Order on the merits of this proceeding, will result in

rates and teinis and conditions of water and sewer service which are adequate, just, reasonable,

nondiscriminatory, and supported by the evidence of record of this proceeding, and which will

allow the Company the opportunity to earn a reasonable rate of return.

1. The Parties agree that no documentary evidence will be offered in the proceeding

by the Parties other than: (1) the Application filed by the Company, (2) the exhibits to the

testimony referenced in paragraph 2 below, and (3) this Settlement Agreement ivith Exhibits

"A"- "G"attached hereto.

2. The Parties stipulate and agree to include in the heating record of this case the

pre-filed direct testimonies of Steven M. Lubertozzi and Bruce T, Haas, the direct testimonies of

Sharon G. Scott and Dawn Hipp attached hereto as Exhibits "A" and "B",respectively, and the

rebuttal testimonies of Bruce T. Haas and Steven M. Lubertozzi attached as Exhibits "C" and

"D", respectively, including aB exhibits attached to said testimonies, without objection, change,

amendment, or cross-examination. Further, the parties agree to include in the hearing record of

this case without objection, change, amendment, or cross examination the testimony of witnesses
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B. R. Skelton, PhD. and Converse A. Chellis, Ill, CPA, attached hereto and incorporated herein

by this reference as Exhibits "E"and "F",respectively.

3. The Parties stipulate and agree that the accounting exhibits prepared by ORS and

attached to the testimony of Sharon G. Scott (filed herewith as Exhibit "A") fairly and

reasonably set forth the Company's operating expenses, pro forms adjustments, depreciation

rates, rate base, return on equity at an agreed upon rate of 9.40%, revenue requirement, and rate

of return on rate base.

4. The Parties stipulate and agree that the rate schedule attached hereto as Exhibit

"G", including the rates and charges and terms and conditions of service, are fair, just, and

reasonable. The Parties further stipulate and agree that the rates contained in said rate schedule

are reasonably designed to allow the Company to provide service to its water and sewer

customers at rates and terms and conditions of service that are fair, just and reasonable and the

opportunity to recover the revenue required to earn a fair return on its investment.

5. ORS is charged by law with the duty to represent the public interest of South

Carolina pursuant to S.C. Code $ 58-4-10(B) (added by Act 175). S.C. Code II 58-4-10(B)(l)

through (3) reads in part as follows:

. . . 'public interest' means a balancing of the following:

(1) concerns of the using and consuming public with respect to

public utility services, regardless of the class of customer;

(2) economic development and job attraction and retention in

South Carolina; and

(3) preservation of the financial integrity of the State's public

utilities and continued investment in and maintenance of
utility facilities so as to provide reliable and high quality

utility services.

ORS believes the agreement reached between the Parties serves the public interest as

defined above. The terms of this Settlement Agreement balance the concerns of the using public
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while preserving the financial integrity of the Company. ORS also believes the Settlement

Agreement promotes economic development within the State of South Carolina. The Parties

stipulate and agree to these findings.

6. In its Application, the Company requested an increase in annual net revenues of

$957,980. As a compromise to their respective positions, the Parties stipulate and agree to an

increase in annual net revenues of $474, 117, said increase to be based upon the accounting

adjustments reflected in the attachments to the testimony of Sharon Scott (filed herewith as

Exhibit "A") and the return on equity stipulated to by the Parties in Paragraph 7 below.

7. The Company and ORS recognize the value of resolving this proceeding by

settlement rather than by litigation and, therefore stipulate and agree for purposes of settlement

in this case that a return on equity of 9,40'/a is just and reasonable under the specific

circumstances of this case in the context of a comprehensive settlement.

8. The Parties further stipulate and agree that the stipulated testimony of record, the

Application, and this Settlement Agreement conclusively demonstrate the following: (i) the

proposed accounting and pro forma adjustments and depreciation rates shown on the attachments

to the testimony of Sharon G. Scott (Exhibit "A" hereto) are fair and reasonable and should be

adopted by the Commission for ratemaking and reporting purposes; (ii) a return on equity of

9,40'/o, which yields a fair rate of return on rate base for thc Company of 7,64'/o, an operating

margin of 9.86'/w and an aimual increase in revenues of approximately $474, 117, is fair, just, and

reasonable when considered as a part of this stipulation and settlement agreement in its entirety;

(iii) CWS's services are adequate and being provided in accordance with the requirements set out

in the Commission's rules and regulations pertaining to the provision of water service and sewer

service, and (iv) CWS's rates as proposed in this Settlement Agreement are fairly designed to
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equitably and reasonably recover the revenue requirement and are just and reasonable and should

be adopted by the Commission for service rendered by the Company on and after September 27,

2006.

9. The Parties further agree and stipulate that the rate schedule attached hereto as

Exhibit "G", including the rates and charges and the terms and conditions set forth therein, are

just and reasonable, reasonably designed, and should be approved and adopted by the

Commission.

10. The Parties agree to advocate that the Commission accept and approve this

Settlement Agreement in its entirety as a fair, reasonable and full resolution of the above-

captioned proceeding and to take no action inconsistent with its adoption by the Commission.

The Parties further agree to cooperate in good faith with one another in recommending to the

Commission that this Settlement Agreemcnt be accepted and approved by the Commission The

Parties agree to use reasonable efforts to defend and support any Commission order issued

approving this Settlement Agreement and the terms and conditions contained herein.

11. The Parties agree that signing this Settlement Agreement will not constrain,

inhibit, impair, or prejudice their arguments made or positions held in other proceedings. If the

Commission should decline to approve the agreement in its entirety, then any Party desiring to

do so may withdraw from the Settlement Agreement without penalty or obligation,

12. This Settlement Agreement shall be interpreted according to South Carolina laiv.

13. The above terms and conditions fully represent the agreement of the Parties

hereto. Therefore, each Party acknowledges its consent and agreement to this Settlement

Agreement by affixing its signature or by authorizing its counsel to affix his or her signature to

this document where indicated below. Counsel's signature represents his or her representation
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that his or her client has authorized the execution of the agreement. Facsimile signatures and e-

mail signatures shall be as effective as original signatures to bind any party, This document may

be signed in counterparts, with the various signature pages combined with the body of the

document constituting an original and provable copy of this Settlement Agreement. The Parties

agree that in the event any Party should fail to indicate its consent to this Settlement Agreement

and the terms contained herein, then this Settlement Agreement shall be null and void and will

not be binding on any Patty.
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WE AGREE:

Representing the South Carolina Office of Regulatory Staff

Nanette S.Edwards, Esqu'
C. Lessie Hammonds, Esquire
Shannon Bowyer Hudson, Esquire
South Carolina Office of Regulatory Staff
Post Office Box 11263
1441 Main Street (Suite 300)
Columbia, SC 29211
Phone: (803) 737-0575

(803) 737-0803
(803) 737-0889

Fax; (803) 737-0895
E-mail:nsedwar@regstaff. sc.gov

td» ~dt d.
t d~tff,
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C. Lessie Hammonds, Esquire

Shaimon Bowyer Hudson, Esquire
South Carolina Office of Regulatory Staff
Post Office Box 11263

1441 Main Street (Suite 300)

Columbia, SC 29211

Phone: (803) 737-0575

(803) 737-0803

(803) 737-0889
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WE AGREE:

Representiug Carolina Water Service, Inc.

ohn M.S, Hoefer, Esquire
Willoughhy & Hoefer, P.
Post Office Box 8416
1022 Calhoun Street, Suite 302
Columbia, SC 29202-8416
Phone: (803) 252-3300
Fax: (803) 256-8062
E-maih jh~ocfei a lvillo~u&hbyhoefer. corn
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Testimony of Sharon e3. Scott Docket No. 2006-02-W/S Carolina Water Service, inc
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TESTIMONY OF SHARON G, SCOTT

FOR

THK OFFICE Ol" REGULATORY STAIrF

DOCKET NO. 2006-92-W/S

INRK: CAROLINA WATERSKRVICK, INC.

8 Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND OCCUPATION.

9 A. My name is Sharon 6 Scott. My business address is 1441 Main Street, Suite 300,

10 Columbia, South Carolina, 29201. I am employed by the South Carolina Offtce of

11 Regulatory Staff ("ORS")as an Auditor.

12 Q. PLEASE STATE YOUR KDUCATIONAI. BACKGROUND AND YOUR

13 BUSINESS EXPERIENCE.

14 A. I received a B.S. Degree in Business Adnunistration, with a major in Accounting

15 from the University of South Carolina in May 1983 and a MBA degree from Webster

16 University in May 2000. I was employed by the South Carolina Public Service

17 Commission in July 1983 and have participated in cases involving gas, electric,

'
l 8 telephone, water and tvastewater utilities. In January 2005, I began my employment

19 with ORS. I have over 22 years of experience auditing utility companies.

20 Q. WIIAT IS TBK PURPOSE OF YOUR TESTIMONY INVOLVING

21 CAROLINA WATER SERVICE, INC?

TIIK OFI ICE OIt REGULATORY STAFF
1441 Main Street, Suite 300, Columbia, SC 29201

Post Office Box 11263,Columbia, SC 29211
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THE OFFICE OF REGULATORY STAFF

1441 Main Street, Suite 300, Columbia, SC 29201
Post Office Box 11263, Columbia, SC 29211
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! A The purpose of my testimony is to set forth the adjustments agreed upon in the

2 settlement agreement ("settlement agreement") by ORS and Carolina Water Service,

3 Inc ("CWS"or "the Company" ) in this docket.

4 Q. PLKASE IDENTIFY THE EXHIBITS ATTACHED TO YOUR PREFILED

5 TESTIMONY.

6 A. I have anached the Report of the Audit Department ("Audit Report" ) related to

7 CWS's Application for a Rate Increase, Docket No. 2006-92-W/S, The contents of

0 the Audit Report were either prepared by me or were prepared under my direction

9 and supervision in accordance with the settlement agreement between ORS and

10 CWS. The contents are also in compliance with recognized accounting and

11 regulatory procedures for Water and Wastowater utility rate cases. The Audit Repolt

12 and attached exhibits reflect a return on equity ("ROE") of 9.40% and a return on

13 mte base of 7.64% As a part of the settlement, CWS agreed to accept ORS's

14 adjustments as reflected in Audit Fxhibits SGS - 1 through SGS —11.

15 Q. WHAT IS THE PERCENTAGE DECREASE FROM THE PROPOSED

id RKYKNUF. IN THE SETI LEMKNT AGREE/MKNT7

17 A The Company requested an increase in annual net revenues of $957,980 As a

18

20

compromise, ORS and the Company agree to an increase in annual net revenues of

$474, 117. This amount is approximately 50.51% less than the Company's requested

increase in its application,

THE OFFICE OF RKGUI ATORY STAFF
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Post Office Box 11263,Columbia, SC 29211
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1 Q. HAS CWS PETITIONED THK COMMISSION TO TRANSFER THE KING' S

2 GRANT, PLANTATION RIDGE AND TEAL ON THE ASHI, EY WATER

3 AND WASTEWATER SYSTEMS7

4 A. Yes Under Docket No. 2006-171-W/S, CWS filed an application to transfer the

5 water and wastewater systems and service territory serving King's Grant, Plantation

6 Ridge and Teal on the Ashley subdivisions to the County of Dorchester. If this

7 transfer is approved by the Commission, CWS will no longer serve any customers in

8 Dorchester County.

9 Q. DOES ORS INCI.UDE INFORhIATION IN ITS DIRECT TESTIMONY FOR

10 KING'S GRANT, PLANTATION RIDGE AND TEAL ON THK ASIILErY

11 CUSTOMERS?

12 A Yes 1Vhile ORS continues to review the CWS petition to transfer the Dorchester

13 water and ivastewater systems and service territory, we have normalized test year

14 operations to reflect the elimination of the King's t3rant, Plantation Ridge and Teal

15 on the Ashley subdivisions.

16 Q. PI.EASE EXPLAIN THE CONTENTS OF THE AUDIT REPORT.

17 A. As outlined in the index of the Audit Report, pages 1-6 contain the analysis of CWS

18

ig

21

and its application as well as the settlement agreement. The remaining pages consist

of exhibits which were prepared to show various aspects of CWS's operations and

financial position. The majority of my testimony will refer to Audit Exhibit SGS-1-

Operating Experience, Rate Base and Rates of Return —Combined Operations as

shown on page 7 of the Audit Report.

THK OFFICE OF REGULATORY STAFF
1441 Main Street& Suite 300, Cohimbla, SC 29201

Post Office Box 11263, Columbia, SC 29211
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I Q. PLEASE DESCRI13E TBE FORMAT OF AUDIT EXHIBIT SGS-1,

2 A. Column (1) shows per book balances for CWS as of September 30, 2005. The per

10

12

13

14

15

16

17

18

20

book balances were verified to the books and records of CWS.

Column (2) shows accounting adjustments for revenue and other adjustments related

to Docket No. 2004-357-W/S that affect the per book numbers.

Column (3) shows the adjusted per books after various adjustments concenrhtg

Docket No. 2004-357-W/S.

Column (4) shows accounting and pro forms adjustments designed to normalize

CWS's adjusted per book operations.

Column (5) shows the operations atter the accounting and pro fonna adjustments.

Column (6) reflects the removal of the revenue, expenses, and rate base amounts

associated with the proposed Dorchester County transfer.

Column (7) shows the computation of CWS's normalized test year atter the

Dorchester County transfer and prior to implementing the proposed increase

Column (8) shows the adjustments for the proposed increase and associated

adjustments in accordance rvith the settlement agreement between ORS and CWS.

Colunm (9) shows our computation of the normalized test year after accounting and

pro forms adjustments, the proposed Dorchester County transfer, and the proposed

increase and associated adjustments in accordance with the settlement agreement

between ORS and CWS.
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7

8

9

t0

11

12

t3

14

15

16

17

18

19

20

1 Q.

2 A.

3

4

5

PLEASE DESCRIBE THE FORMAT OF AUDIT EXHIBIT SGS-1.

Column (1) shows per book balances for CWS as of September 30, 2005. The per

book balances were verified to the books and records of CWS.

Column (2) shows accounting adjustments for Ievenue and other adjustments related

to Docket No. 2004-357-W/S that affect the per book numbers.

Column (3) shows the adjusted per books after varions adjustments concenfing

Docket No. 2004-357-W/S.

Column (4) shows accounting and pro folma adjustments designed to nolmatize

CWS's adjusted per book operations.

Column (5) shows the operations after the accounting and pro forma adjustments.

Cohmm (6) reflects the removal of the revenue, expenses, and rate base amounts

associated with the pioposed Dorchester County transfer.

Column (7) shows the computation of CWS's normalized test yea1 after the

Dorchester County transfer and prior to implementing the proposed increase

Colmun (8) shows the adjustments for the proposed increase and associated

adjustments in accordance with the settlement agreement between ORS and CWS.

Colunm (9) shows oar computation of the normalized test year after accounting and

pro forma adjustments, the proposed Dorchester County transfer, and the proposed

incIease and associated adjustments in accordance with the settlement agreement

between ORS and CWS.
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1 Q. PLEASE ELABORATE ON THK CAI.CULATIONS IN AUDIT EXHIBIT

2 SGS-I — OPERATING EXPERIENCE, RATE BASK AND RATES OF

3 RETURN - COMBINED.

4 A. Column (1) shows the per books operating experience of CWS which reflects Total

10

12

13

14

15

17

19

20

21

Operating Revenues of $6,047,725, Total Operating Expenses of $5,601,421, and

Net Income for Return of $452,928. Per Book Total Rate Base amounted to

$16,503,928. The resultant per book Return on Rate Base was 2.74%.

Column (2) relates to Additional Adjustments from Docket No. 2004-357-W/S and

shows revenue adjustments of $687460, expense adjustments of $212,500 resulting

in an adjustment to Net Income for Return of $474,760, Net rate base adjusnnents

amounted to ($1,164,045) and Interest Expense is adjusted by ($582,457).

In column (3), the As Adjusted Per Book Revenues antounted to $6,734,985, Total

Operating Expenses were $5,813,921, Net Inconte for Renun was $927,688 and

Total Rate Base was $15,339,883. The resultant computations produced a Return on

RateBase of 6.05%.

Column (4) reflects our accounting and pro forms adjustments recorded to normalize

CWS's test year operations. A description of each adjustment is contained in Audit

Exhibit SGS- 4.

Colunm (5) show the results of the accounting and pro forma adjustments as adjusted

by ORS.

Column (6) reflects the adjustments associated with the proposed Dorchester County

transfer which includes King's Grant, Teal on the Ashley, and Plantation Ridge

THE OFFICE Olr REGULATORY STAFF
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1 Q.

2

3

4 A.

5

PLEASE ELABORATE ON THE CALCULATIONS IN AUDIT EXHIBIT

SGS-1 - OPERATING EXPERIENCE, RATE BASE AND RATES OF

RETURN - COMBINED.

Column (1) shows the per books operating experience of CWS which reflects Total

Operalhlg Revenues of $6,047,725, Tolal Operating Expenses of $5,601,421, and

Net Income for Return of $452,928. Per Book Total Rate Base amounted to

$16,503,928. The resultant per book Return on Rate Base was 2.74%.

Column (2) relates to Additional Adjustments from Docket No. 2004-357-.W/S and

shows revenue adjustments of $687,260, expense adjustments of $212,500 resulting

in an adjustment to Net Income for Retina of $474,760. Net rate base adjustments

amounted to ($1,164,045) and Interest Expense is adjusted by ($582,457).

In column (3), the As Adjusted Per Book Revenues amounted to $6,734,985, Total

Operating Expenses were $5,813,921, Net Income for Return was $927,688 and

Total Rate Base was $15,339,883. The resultant computations produced a Return on

Rate Base of 6.05%.

Column (4) reflects our accounting and pro fomaa adjustments recorded to normalize

CWS's test year operations. A descriptien of each adjustment is contained in Audit

Exhibit SGS- 4.

Column (5) show the results of the acentulting and pro forma adjustments as adjusted

by ORS.

Column (6) reflects the adjustments associated with the proposed Dorchester County

transfer which includes King's Grant, Teal on the Ashley, and Plantation Ridge

THE OFFICE OF REGULATORY STAFF
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subdivisions, Total Operating Revenues were reduced by ($339,332), Total

2 Expenses by ($259,502), and Rate Base by ($706,152).

3 Column (7) reflects the As Adjusted Present or normalized amounts afler the

4 accounting and pm forms adjustments and the removal of the Dorchester County

5 subdivisions. These adjustments produced Total Revenues of $6,378,480, Total

6 Operating Expenses of $5,329,474, Net Income for Return of $1,052,540 and Total

7 As Adjusted Present Rate Base of $17,582,544. A Return on Rate Base of 5,99%

8 was computed using the above amounts.

9 Column (8) reflects the proposed increase and its related effects on expenses in

10 accordance with the settlement agreement between ORS and CWS. These

11 adjustments are detailed in Audit Exhibit SGS —4.

12 Column (9) shows per book operations, adjusted for accounting and pro fomta

13 adjustments, the proposed Dorchester County transfer, and the requested increase and

14 expenses in accordance with the settlement agreement between ORS and CWS,

15 Using Total Operating Revenues of $6,852,597 less Total Operating Expenses of

16 $5,514,147 and adding Customer Growth of $4,511, Net Income for Return of

17 $1,342,961 was computed. Total Rate Base amounted to $17,582,544 producing a

18 Return onRateBase of 7.64%.

19 Q. PLEASE EXPLAIN THK ADJUSTMKNTS IN AIJDIT EXHIBIT SGS - 4.

20 A. The adjustments are as follows:

21

22

A~d'ushnents Nos. 1 - 10 —These adjustments were reeAarded to reflect additional

revenues realized as a result of Docket No. 2004-357-W/S, and other adjustments

THK OFFICE OF REGULATORY STAFF
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Q,,

A.

subdivisions. Total Opelating Revenues were reduced by ($339,332), Total

Expenses by ($259,502), mad Rate Base by ($706,152).

Column (7) reflects the As Adjusted Present or normalized amounts after the

accounting and pm forma adjustments and the removal of the Dorchester County

subdivisions. These adjustments produced Total Revenues of $6,378,480, Total

Operating Expenses of $5,329,474, Net Income for Retmn of $1,052,540 and Total

As Adjusted Present Rate Base of $17,582,544. A Return on Rate Base of 5.99%

was computed using the above amounts.

Column (8) reflects the proposed increase and its related effects on expenses in

accordance with the settlement agreement between ORS and CWS. These

adjustments are detailed in Audit Exhibit SGS - 4.

Column (9) shows per book operations, adjusted for accounting and pro fomla

adjustments, the proposed Dorchester County transfer, and the requested increase and

expenses in accordmlce with the settlement agreement between ORS and CWS.

Using Total Operating Revenues of $6,852,597 less Total Operating Expenses of

$5,514,147 and adding Customer Growth of $4,511, Net Income for Return of

$1,342,961 was computed. Total Rate Base amounted to $17,582,544 producing a

Return on Rate Base of 7.64%.

PLEASE EXPLAIN THE ADJUSTMENTS IN AUDIT EXHIBIT SGS - 4.

The adjustments are as follows:

A_djd'llstmentsNos. 1 - 10 - These adjustments were recorded to reflect additional

revenues realized _ a result of Docket No. 2004-357-W/S, and other adjustments

TttE OFFICE OF REGULATORY STAFF
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from previous CWS rate cases which affect the per book numbers. The revenue

adjustments were computed by ORS's Water and Wastewater Department. Other

adjustments were made for the removal of wells in the previous rate cases, excess

book value, and uiterest expense to reflect items Irom Docket No. 2004-357-W/S.

Ad~ustment No. 11 —Operating Revenues

10

13

14

The WaterrWastewater Department proposes to adjust revenues using billing

information for the test year ended September 30, 2005. The water revenues atter the

accounting and pm forms adjustments as computed by the Water/Wastewater

I)epattment totaled $1,939,791 less the adjusted per book amount of $1,922,393, for

an adjustment of $17,398. The sewer revenues afler the accounting and pro forms

adjustments as computed by the Water/Wastewater Department totaled $4,720387

less the adjusted per book amount of $4,755,009, for an adjustment of ($34,722).

The total adjustment amounted to ($17,324), Details of these adjustments are shown

on Exhibit DMH-5 of ORS Water/Wastewater Program Specialist, Dawn Hipp.

15 A~d'ustment No. 12—Unco1lecttbte Revenue

16

18

19

20

21

ORS and CWS propose to adjust for uncollectible revenue associated with the pro

forms revenue adjustments ORS and CWS used the uncollectible rate of .85% for

tvater and .86% for sewer. ORS's adjustment amounted to ($148) for water, $299 for

sewer, and $151 for combined operations, . ORS's Water/Wastewater Deptutment

verified that the factors tvere reasonable based on their examination of the billing

records.

22 Ad~ustment No, 13 -- Operators' Salaries and %~ass

TIIE OFFICE OF REGULATORY STAFF
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1 from previous CWS rate eases which affect the per book numbers. The revenue

2 adjustments were computed by ORS's Water and Wastewater Department. Other

3 adjustments were made for the removal of wells in the previous rate cases, excess

4 hook value, and interest expense to reflect items from Docket No. 2004-35%W/S.

5 A_ustment No. 11 - Operating Revenues

6 The Water/Wastewater Department proposes to adjust revenues using billing

7 infolmation for the test year ended September 30, 2005. The water revenues ariel" the

8 accounting and pro forma adjustments as computed by the Water/Wastewater

9 I)epartment totaled $1,939,791 less the adjusted per hook amount of $1,922,393, for

10 an adjustment of $17,398. Tile sewe* revenues after the accounting and pro forma

I I adjustments as computed by the WateffWastewater Department totaled $4,720,287

12 tess the adjusted per hook amount of $4,755,009, for an adjustmant of ($34,722).

13 The total adjustment amounted to ($17,324). Details of these adjustments are shown

14 on Exhibit DMH-5 of ORS Water/Wastewater Program Specialist, Dawn Hipp.

15 _Adjustmeiat No. tt2 - Uncollectthle Revenue

16 ORS and CWS propose to adjust for uncollectible revenue associated with the pro

17 folma revenue adjustments. ORS and CWS used the uncollectible rate of .85% for

18 water and .86% for sewer. ORS's adjustment amounted to ($148) for water, $299 for

19 sewer, and $151 for combined operations.. ORS's Water/Wastewater Deparmaent

20 verified that the factors were reasonable based on their examination of the billing

21 records.

22 _A_ustment No. t 3 -- Op_&otors'.SaJlaries and _.W_
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1441 Main Street, Suite 300, Cohlmbia, SC 29201

Post Office Box 11263, Columbia, SC 29211



Testimony ofSharon 0 Scott Docket No. 2tgl6-92-W/S Carolina Water Service, inc.
Page B

ORS and CWS propose to adjust operators' salaries, ORS annualized wages using

wage rates in effect as of May 2006 and the latest available wage allocations as of

September 30, 2005. ORS computed annualized wages of $777,898 less per book

wages of $709,832 for an adjustment of $68,066, ORS did not include a 4% cost of

living increase proposed by CWS since supporting documentation was not received

in sufficient time to allow for its audit. CWS included a 4% wage increase.

A~el tn. rd —,tan inn~el ~ dt n r

10

12

13

14

ORS and CWS propose to charge a portion of operators' salaries and wages to plant

for time operators spent on capital projects. ORS computed an amount of $34,400

using a ratio of 39.30%. ORS computed the ratio using actual test year Operating

Expenses Charged to Plant divided by operators' test year Saltuies and Wages, PICA,

FIJfA, SUTA, Pension, 401K, Health Insurance, and Other for operators ($346,115 /

$880,711). CWS used a capitalization ratio of 35.16% which was computed using

annualized salaries, taxes, and benefits.

15 A~d'ustment No. 15 - Offiice Salaries —ORS and CWS propose to adjust Office

17

19

20

21

22

Salaries. ORS annualized wages using rates as of May 2006 and the latest

available wage allocations as of September 30, 2005. ORS did not include the 4%

cost of living increase, since supporting documentation was not received in

suBicient time to allow for its audit. ORS computed Office Salaries of $337,924

less the per book amount of $297, 172 for an adjustment of $40,752. The office

salaries included the South Carolina office, and allocations from the corporate and

North Carolina offices. CWS*s wage adjustment included a 4% wage increase.
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ORS and CWS propose to adjust operators' salaries. ORS armualized wages using

wage rates in effect as of May 2006 and the latest available wage allocations as of

September 30, 2005. ORS computed annualized wages of $777,898 less per book

wages of $709,832 for an adjustment of $68,066. ORS did not include a 4% cost of

living increase proposed by CWS since supporting documentation was not received

in sufficient time to allow for its audit. CWS included a 4% wage increase.

Adiustment No. 14 - _atin2_Expense Charged to Plant

ORS and CWS propose to charge a portion of operators' salaries and wages to plant

for time operators spent on capital projects. ORS computed an mnount of $34,400

using a ratio of 39.30%. ORS computed the ratio using actual test year Operating

Expenses Charged to Plant divided by operators' test year Salaies and Wages, FICA,

FtFfA, SUTA, Pension, 401 K, Health Insurance, and Other for operators ($346,115 /

$880,71 I). CWS used a capitalization ratio of 35.16% which was computed using

annualized salaries, taxes, and benefits.

A__stment No. 15 - Office Salaries .- ORS and CWS propose to adjust Office

Salaries. ORS annualizad wages using rates as of May 2006 and the latest

available wage allocations as of Septumber 30, 2005. ORS did not include the 4%

cost of living increase, since supporting documentation was not received in

sufficient time to allow for its audit. ORS computed Office Salmies of $337,924

less the per book amount of $297,172 for an adjustment of $40,752. The office

salaries included the South Carolina office, and allocations from the corporate and

North Carolina offices. CWS's wage adjustment included a 4% wage increase.

THE OFFICE OF REGULATORY STAFF
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10

rate case expenses over a three-year period. ORS adjusted for current rate case

expenses of $318,349, unamortized rate case expenses from Docket No. 2004-357-

WS of $100,277, and additional rate case expenses from Docket No, 2004 357-

WIS of $67, 148, for total rate case expenses to be amortized of $485,774. This

amount was amortized over three years for the test year amount of $161,925,

From this amount, ORS subtracted the per book rate case expenses of $23,117 fot a

net adjustment of $138,808. The cunent rate ease expenses include CWS's portion

of the cost of the Utilities, Inc. management audit approved by the PSC in Docket

No. 2004-357-WIS. Other expenses are for legal and consulting fees, postage,

printing, and direct time spent on the case by the corporate office staff.

12 A~d'ushnent No. 17 —Armiialize Pension and Other Benefits —ORS and CWS

13

14

15

16

17

18

20

21

propose to annualize pension and other benefits associated with the wage adjustment

for Operators and Office Employees. ORS did not include pension and benefits for

part-time employees as CWS does not pay benefits to these employees. The total

ORS adjustment was $193,367 less the pei book amount of $179,479 resulting in an

adjustment of $13,888. ORS capitalized a portion of these costs for operators in

expenses charged to plant in adjustment ¹14. CWS computed an adjustment of

$16,298 using its computed annualized wages,

A~d'ustrnent No. 18 —Nonailowabie~Ex enses —ORS and CWS proposes to remove

DHEC fines of $13,600 from the test year expenses. ORS also proposes to remove

lobbying expenses of $33,375. Total expenses removed amounted to {$46,975).
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Adjustment No. 16 --.Rate Case Expenses - ORS and CWS propose to amottize

rate case expenses over a three-year period. ORS adjusted for cmrent rate case

expenses of $318,349, unanaortized rate case expenses from Docket No. 2004-357-

WS of $100,277, and additional iate ease expenses fiom Docket No.. 2004..357-

W/S of $67,148, for total rate case expenses to be amortized of $485,774. This

amount was amortized over three years for the test year amount of $161,925.

From this amount, ORS subtracted the pet book rate case expenses 0f$23,117 for a

net adjustment of $138,808. The current rate case expenses include CWS's portion

of the cost of file Utilities, Inc. management audit approved by the PSC in Docket

No. 2004-357-W/S. Other expenses are for legal and consulting fees, postage,

plh_ting, and direct time spent on the case by the corpmate office staff.

.A_djd'ustmentNo. 17 -- Annualize Pension end Other Benefits -- ORS and CWS

propose to annualize pension and other benefits associated with the wage adjustment

for Operatols and Office Employees. ORS did not include pension and benefits for

part-time employees as CWS does not pay benefits to these employees. The total

ORS adjustment was $193,367 less file pet book amount of $179,479 resulting in an

adjustment of $13,888. ORS capitalized a portion of these costs for operators in

expenses charged to plant in adjustment #t4. CWS computed an adjustment of

$16,298 using its computed annualized wages..

A..did'us(mentNo. 18 - Nonatlowable Expenses - ORS and CWS proposes to remove

DHEC frees of $13,600 from the test year expenses. ORS also proposes to remove

lobbying expenses of $33,375. Total expenses removed amounted to ($46,975).
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A~d'ustment No. 19-Interest on Customer D osits

ORS proposes to annualize interest on customer deposits using the year end balance

of $205,402 and the approved interest rate of 3,50% for annualized interest of $7,189

less the per book amount of $6,523, resulting in an adjustment of $666.

~Ad'«\ t n . 20 D~ 2 0 ~E» —DEE d CWE p p

10

12
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15

16
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Depreciation Expense. ORS used gross plant for the test year of $39,009,799 and

additional generaI ledger additions as of Iune 2006 of $1,616,142, completed projects

of $1,095,915, a water retirement of ($41,680) and capitalized time of $34,400

totaling net plant additions of $2,704,777, ORS adjusted this amount by removing

Organization Expense, I,and, Vehicles, and Computers, resulting in net plant,

depreciated at 1.50% ot 66 67 years. ORS depreciated net vehicles and computers at

25% or 4 years and utcluded adjustments for the WSC Rate Base Depreciation,

Regional Oflice Allocation Depreciation, and the amortization of Excess Book value.

ORS's total depreciation expense amormted to $697,931 less the per book amount of

$652,759 for a total adjustment of $45,172 CWS computed depreciation expense

using gross plant for the test year and estimated pro forms projects (net of

retirements), general ledger additions, and capilalized time additions. CWS's

adjustment amounted to $104,609. See Audit Exhibit SOS —5 for details of the

Depreciation Fxpense Adjustment

Adjustmettl No. 21 —Pa~oil Taxes —ORS and CWS propose to adjust for payroll

taxes associated with the wage adjustment. The payroll taxes include FICA, SUTA,

and FUTA taxes. ORS computed taxes of $86,934 less the per book amount of
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Ad.jd'ustmentNo. 19 -- Interest on Customer Deposits

ORS proposes to aunualize interest on custome_ deposits using the year end balance

of $205,402 and the approved interest rate of 3.50% for aunualized interest of $7,189

less the per book amount of $6,523, resulting in an adjustment of $666.

Adiustment No. 20 Depreciation Expense - ORS and CWS propose to anunalize

Depreciation Expense. ORS used gross plant for the test year of $39,009,799 and

additional general ledger additions as of June 2006 of $1,616,142, completed projects

of $1,095,915, a water retirement of ($4t,680) and capitalized time of $34,400

totaling net plant additions of $2,704,777. ORS adjusted this amount by removing

Organization Expense, Land, Vehicles, and Computers, resulting in net plant,

depleciated at 1.50% or 6667 years. ORS depreciated net vehicles and eomputels at

25% or 4 years and inelttded adjustments for the WSC Rate Base Depreciation,

Regional Office Allocation Depreciation, and the amoltization of Excess Book value.

ORS's total depreciation expense amounted to $697,931 less file per book amomlt of

$652,759 for a total adjustment of $45,172. CWS computed depreciation expense

using gross plant for the test year and estimated pro folma projects (net of

retirements), general ledger additions, mad capitalized time additions. CWS's

adjustment anaounted to $104,609. See Audit Exhibit SGS - 5 for details of the

Depreciation Expense Adjustment

Ad'ulg_mel_tN_o. 21 -Pa_noll Taxes -- ORS and CWS propose to adjust for payroll

taxes associated with the wage adjustment. The payroll taxes include FICA, SUTA,

and FUTA taxes. ORS computed taxes of $86,934 tess the per' book amount of
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$81,313, resulting in an adjustment of $5,621. Of this amount, 39.30% is capitalized

in adjustment JJ14.

A~d'ustment No. 22 —UtilittICommission and Gross Recetjtts Taxes —ORS and

CWS propose to adjust utility/comndssion taxes and gross receipts taxes associated

with the revenue niter accounting and pm forma adjustments. ORS used a factor of

,0112524 which is comprised of the Public Service Commission and OAice of

Regulatory Staffs factor of .0082524 and the Department of Revenue's factor of

.003. ORS's total adjustment is ($195),

A~d'ustment No. 23 —~Pro etty Taxes —ORS and CWS propose to remove an accntal

of ($513,569) for property taxes to reflect the proper level for the test year.

A~d'ustment No. 24 —Income Taxes —ORS proposes an adjustment of $59 341 to

12

13

14

15

17

19

20

income taxes for the effects of the accounting and pro fotma adjustments ORS and

CWS used a 5% rate for state income taxes and 35% rate for federai income taxes.

See Audit Exhibit SGS —6. CWS's income taxes were based on company's

calculated taxable income.

Adiustment No, 25 —Contributions in Aid of Construction LCIA~C —ORS and CWS

propose to adjust the amortization of CIAC using a 1.5% depreciation rate. ORS used

the gross per book Contributions in Aid of Construction of ($17,462,862) at 1.50%

for an amortization amount of ($261,943) less the per hook amount of ($259,823),

for an adjustment of ($2, 120). CWS's adjustment amounted to $22,519.

21 AAr II IIII . 26 —I *~ID I C I tt ~toc -- B th DRr 6 CARR

22 propose to remove the htcome associated with capitalized interest for projects under
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1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

• 0 * J *$81,313, resulting in an adjustment of $5,621. Of tins amount, 39.30_A is capltahzed

in adjustment #14.

A_d.justmant No. 22 - Utili_/Commission and Gross Receipts Taxes - ORS and

CWS propose to adjust utility/commission taxes and gross receipts taxes associated

with the revenue after accounting and pro forma adjustalents. ORS used a factor of

.0112524 which is comprised of the Public Service Conurdssion and Office of

Regulatory Staff's factor of .0082524 and the Department of Revenue's factor of

.003. ORS's total adjustment is ($195)..

Adjustment No. 23 - ProE92._ -- ORS and CWS propose to remove an accrual

of($513,569) for property taxes to reflect the proper level for the test yeai:

_'ustment No. 24 -- Income Taxes - ORS proposes an adjustment of $59,341 to

income taxes for the effects of the accounting and pro fo_ma adjustments_ ORS and

CWS used a 5% Inte for state income taxes and 35% rate for federal income taxes.

See Audit Exhibit SGS -- 6.. CWS's income taxes were based on company's

calculated laxable income.

_A_diustmentNo. 25 - Contributions in Aid of Construction CCL_CC_ ORS and CWS

propose to adjust the amortization of CIAC using a 1.5% depreciation rate. ORS used

the gross per book Contributions in Aid of Construction of ($17,462,862) at 1.50%

for an anlo=tization amount of ($261,943) less the per book amount of ($259,823),

for an adjustment of($2,120). CWS's adjustment amounted to $22,519.

_Adjustment No. 26 - Interest Dtuing Construction D_._C_)_-_-Both ORS and CWS

propose to remove the income associated with capitalized interest for projects under

THE OFFICE OF REGULATORY STAFF

1441 Main Street, Suite 300, Columbia, SC 29201
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constmction. CWS does not propose to include Construction Work In Progress and

therefore, the income associated with CWIP is not included as an offset to expenses.

The adjustment amounted to ($6,624).

A~d'ustment No. 27 —Customer Growth —ORS proposes to adjust for customer

growth using the latest available customers as of May 2006. Customers are updated

since plant additions are included through June 2006. ORS proposes an adjustment

of $3,783. See Audit Exhibit SGS -?.

A~d' t t N,28 —,Pl t Addltl —ORS d CWS p p t dj t 8 pl

10

12

13

14

additions, ORS adjusted for total verified plant additions and retirements of

$2,670,377 as of June 2006. This amount includes general ledger additions as of

June 2006 of $1,616,142, completed projects of $1,095,915, and a water retirement

of ($41,680). This plant is known and measurable and providing service to present

customers. CWS proposes to adjust for estimated general ledger additions,

capitalized time additions, and pro forms plant and retirements, totaling $3,363,037.

15 Aa I tN229 ~cit ll dW~ —ORSp p t 8 kt pl ttk p dl

16

18

20

21

of operators' tvages, taxes, and benefits associated tvith capital projects in accordance

with ORS's computed capitalization ratio of 39.30%. ORS capitalized wage

adjustment amounted to $34,400 as shovm in adjustment 014.

~Ad'ustment No. 30 - Aecgmulated D~ereciation — ORS proposes to adjust

accumulated depreciation for the annualized depreciation expense of ($45,172) and

retired plant of $265, 153 (general ledger retirements of $223,473 and a water

retirement of $41,680) for a total adjustment of $219,981. CWS proposes to adjust
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22

construction. CWS does not propose to include Construction Work In Progress and

therefore, the income associated with CWIP is not included as an offset to expenses.

The adjustment amounted to ($6,624).

Ad_ment No. 27 - Customer Growth - ORS proposes to adjust for customer

growth using the latest available customers as of May 2006. Customers are updated

since plant additions are included through June 2006. ORS proposes an adjustment

of $3,783. See Audit Exhibit SGS -7.

A_d'ustment No. 28 - Plant Additions - ORS and CWS propose to adjust for plant

additions. ORS adjusted for total verified plant additions and retirements of

$2,670,377 as of June 2006. This amount includes general ledger additions as of

June 2006 of $1,6t6,t42, completed projects of $I,095,915, and a water retirement

of ($41,680). This plant is known and measurable and providing service to present

customers. CWS proposes to adjust for estimated general ledger additions,

capitalized time additions, and pro fo[rna plant and retirements, totaling $3,363,037.

Ad_kstment No. 29 .- Capitalized Waeg_k- ORS proposes to book to plant the portion

of operators' wages, taxes, and benefits associated with capital projects in accordance

with ORS's computed capitalization ratio of 39.30%. ORS capitalized wage

adjustment amounted to $34,400 as shown in adjustment #14.

Adiustment No. 30 - Accumulated D_eciation - ORS proposes to adjust

accumulated depreciation for the annualized depreciation expense of ($45,172) and

retired plant of $265,153 (gancral ledger retkements of $223,473 and a water

retirement of $41,680) for a total adjustment of $219,981. CWS proposes to adjust

THE OFFICE OF REGULATORY STAFF

1441 Main Street, Suite 300, Columbia, SC 29201
Post Office Box 11263, Columbia, SC 29211



Tcatimonr of Sharon G Scott Docket hio. 2006-92-W/S Carolina tVnter Service, Inc

Pagei3

accumulated depreciation for estimated general ledger additions, achral and estimated

capitalized time additions, and actual and estimated pm forma plant additions and

retirements for an adjustmcnt of $225,514.

A~cd tn. pt —c ptp~ki ~capt-onap p dj I t f

$22,601 to adjust Cash Working Capital after accounting and pro forma adjustments.

CWS proposes an adjustment of $35,480, This adjustment reflects the working

capital needed prospectively. See Audit Exhibit SGS-8,

A~d'ustment No. 32 —Contributions in Aid of Constniciion~CIAC —ORS proposes

to adjust rate base for antoriizadon of CIAC of$2, 120 as shovnt in Adjustment ¹25.

10 A~d'ustment No. 33 —C'ustomer ~De orits -- ORS proposes to adjust rate base for the

interest on customer deposits of ($666) as shotvn in adjustment ¹19.

12 A~d'ustment No. 34 — Ipterest Expense —ORS and CWS propose to adjust allotvabfe

13

14

15

16

17

Interest Expense to reflect the Rate Base afler accounting and pro forms adjustments

using the capitalization ratios of 59, 10% for debt, 40.90% for equity and a cost of

debt of 6.42% ORS's adjustment is for $111,976, resulting in allowable interest

expense of $693,913, CWS used its pro forma Rate Base to compute an adjustment

to Interest Expense of $137,482. See Audit Exhibit SGS —9 for ORS's computed

Interest Expense.

19 ~Ad'ttstments No, 35 —61 —Dorchester Couaia Transfer —ORS shows the effects

20

22

of the proposed Dorchester County transfer which includes King's Grant, Teal on the

Ashley, and Plantation Ridge subdivisions. ORS verified the amounts to CWS's

books and records and recomputed corresponding adjustments such as gross receipts

THE OFI'ICE OF REGULATORY STAFF
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6

7
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14
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19

20

21

22

accumulated depreciation for estimated general ledger additions, actual and estimated

capitalized time additions, and actual and estimated pro fotma plant additions and

tetimments for an adjustmant of $225,514.

Adjustment No. 3t - Cash Working Capita ! - ORS proposes an adjustment of

$22,601 to adjust Cash Working Capital after accounting and pro forma adjustments.

CWS proposes an adjustment of $35,480, This adjustment reflects the working

capital needed prospectively. See Audit Exhibit SGS-8.

_A_d'ustmentNo. 32 -Contributions in Aid of Construction _ ORS proposes

to adjust rate base for anamtization of CIAC of $2,120 as shm_qr in Adjustment #25.

Adjustment No. 33 - Customer Deposits -.-ORS proposes to adjust rate base for the

interest on customer deposits of ($666) as shown in adjustment #19.

Ajd'ustment No. 34 - Interest Expense - ORS and CWS propose to adjust allowable

Intelest Expense to reflect the Rate Base after accounting and pro forma adjustments

using the capitalization ratios of 59.10% for debt, 40.90% for equity and a cost of

debt of 6A2% ORS's adjustmant is for $111,976, resulting in allowable interest

expense of $693,913, CWS used its pro fomaa Rate Base to corupute an adjustment

to Interest Expense of $t37,482. See Audit Exhibit SGS - 9 for ORS's computed

Interest Expense.

Adjustments No, 35 - 61 - Dorchester Coun_, Transfer - ORS shows the effects

of the proposed Dorchester County transfer which includes King's Gwart, Teal on the

Ashley, and Plantation Ridge subdivisions. ORS vet5fied the amoralts to CWS's

books and records and recompnted corresponding adjustments such as gross receipts

THE OFFICE OF REGULATORY- STAFF
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taxes, income taxes, depreciation expense and interest expense. ORS adjustments are

as follows:

A~d'ustment No. 35 - Service Revenues —The ORS Water and Wastewater

Department proposes to remove service revenues of ($331,417) based on customer

billings for the test year ended September 30, 2005 to reflect the proposed Dorchester

County transfer. Details of these adjustments are shovm on Exhibit DMH-5 of ORS

Water/Wastewater Program Specialist, Dawn Hipp,

A~d'usnnent No. 36 -- Miscellaneous Revenue - The ORS Water and Wastewater

Department proposes to remove miscellaneous revenues of ($10,764) to reflect the

proposed Dorchester County transfer. Details of these adjustments are shown on

Exhibit DMH-5 ofORS Water/Wastewater Program Specialist, Dawn Hipp.

12 A~d'ustment No. 37 — Uncollectible Accounts —ORS proposes to adjust for

13

14

15

16

17

18

19

20

21

uncollectible accounts to reflect the proposed Dorchester County transfer. ORS used

a rate of.85% applied to tvater revenue of $12,269 ($104) and a rate of .86% applied

to sewer revenue of $319,148 ($2,745) for a total adjustment of $2,849.

~Ad'ustment No. 38 - Maintenance ~Fx &enses —ORS proposes to remove per book

maintenance expenses of ($123,130),

A~d'ustment No, 39 —aerator*s Salaries - ORS proposes to remove a total of

($40,451) for per book operators' salaries and the wage adjustment. ORS computed

this amount using the total annualized operators' paymll of $777,898 and 5.20%

The factor was computed using customer equivalents as of September 30, 2005 oi

THE OFFICE OF REGULATORY STAI F
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1 taxes, income taxes, depreciation expense and interest expense. ORS adjustments are

2 as follows:

3 AA_d'u__mentNo. 35 - Service Revenues -- The ORS Water and Wastewater

4 Depattmant proposes to remove selvice revenues of ($331,417) based on customer

5 billings for the test year ended September 30, 2005 to reflect the proposed Dorchester

6 County transfer. Details of these adjustments are shown on Exhibit DMH-5 of ORS

7 WaterAVastewater Program Specialist, Dawn Hipp..

8 ..A_d'ustment No. 36 - Miscellaneous Revenue .- The ORS Water and Wastewater

9 Department proposes to remove miseclfaneotts revenues of ($10,764) to reflect the

10 proposed Dorchester County transfer. Details of these adjustments are shown on

11 Exhibit DMH..5 of ORS Water/Wastewater Program Specialist, Dawn Hipp.

12 Adjd'ustment No. 37 - Uncolleedble Accounts -. ORS proposes to adjust for

13 uncollectible accounts to reflect the proposed Dorchester County transfer. ORS used

14 a rate of.85% applied to water revenue of $12,269 ($104) and a rate of.86% applied

15 to sewer revenue of $319,148 ($2,745) for a total adjustment of $2,849.

16 Ad.j_ustmentNo. 38 - Maintenance _F_t_enses -- ORS proposes to remove per book

17 maintenance expenses of ($123,130)..

18 A _d'ustment No. 39 - Q_perator's Salaries - ORS proposes to remove a total of

19 ($40,451) for per book operators' salaries and the wage adjustment. ORS computed

20 this amount using the total annualized operators' payroll of $777,898 and 5.20%

21 The factor was computed using customer equivalents as of September 30, 2005 ot
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757 for the transferred subdivisions divided by total CWS customer equivalents of

14,559.

A~r»d tN. dtl —Encssdt pl t-carp p t

Expenses Charged to Plant, computed using the adjustment amount of $34,400 (Adj,

No. 14) and the customer equivalent factor of 5,20% for an adjustment of $1,789.

~Ad'ustment No. 41 —General E~xenses —ORS proposes to remove per book general

expenses of ($3,242).

~Ad'ustment No. 42 -- Office Salaries - ORS proposes to remove a total amount of

10

($7,939) for office salaries.

~Ad'ustment No. 43 —Pension and Benefits —ORS proposes to remove ($8 537) for

benefits for operators and office employees.

12 A~d'usnnent No. 44 —WSC E~xenses —ORS proposes to iemove a total amount of

13

15

16

17

18

19

20

21

22

($18,750) for WSC corporate office expenses.

A~d'ustmenINo, 45 -~De reciation E~xense —ORS pmposes to remove depreciation

expense associated svith plant as of Iune 2006 for the transferred subdivisions, ORS

used the total transferred plant amount of $1,554,861 {plant of $1,553,072 and

capitalized xvages of $1,789) and a 1.50% depreciation rate for a total adjustment of

($23,323).

AdLustment No. 46 —Taxes Other Than Inconie —ORS proposes to temove per book

property taxes of{$7,165).

A~d'ustment No. 47 —P~ao]l Taxes — ORS proposes to remove payroll taxes

associated with the transfer of ($4,095).

TIIE OFFICE Oli REGULATORY STAFF
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t 757 for the transferred subdivisions divided by total CWS customer equivalents of

2 14_559.

3 .Ad ustrnent No. 40 -Expenses Charged to Plant - ORS proposes to remove

4 Expenses Charged to Plant, computed using file adjustment amount of $34,400 (Adj.

5 No. 14) and the customer equivalent factor of 5.20% for an adjustment of $1,789.

6 Adjustment No. 41 - General Expenses- ORS proposes to remove per book general

7 expenses of ($3,242).

8 .Adjustment No. 42 - Office Salaries .. ORS proposes to remove a total amount of

9 ($7,939) for office salm'ies.

10 Adj.ustment No. 43 - Pension and Benefits - ORS pioposes to remove ($8,537) for

11 benefits for operators and office employees.

12 _Ad'u_d_L_nen___t_tNo. 44 - WSC Expenses - ORS proposes to remove a total amount of

13 ($18,750) for WSC corporate office expenses.

14 A id'ustment No. 45 -- De pregqjatjon Expense - ORS pluposes to remove depreciation

15 expense associated with plant as of June 2006 for the transferred subdivisions. ORS

16 used the total tlansferred plant amount of $1,554,861 (plant of $1,553,072 and

17 capitalized wages of $1,789) and a 1.50% depreciation rate for a total adjustment of

18 ($23,323).

19 Addiu_stment No. 46 - Taxes Other Than Income -- ORS proposes to remove per book

20 property taxes of($7,165).

21 _Adj_t.ment_ No._47._.._Pa_aoll Taxes - ORS proposes to remove payroll taxes

22 ,associated with the transfer of ($4,095).
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A~Pl tN 48-o 8 nt T =oasp 8 t 8 tpt

taxes of ($3,850) which was computed using the gross revenues of $342, 181 and

.0112524.

~Ad'ustment No. 49 —Income Taxes —ORS proposes to adjust State and Federal

Income Taxes for ($32,854) to reflect the impact of the Dorchester County transfer.

See Audit Exhibit SOS-6.

Ada' ( t ~ . 88 —A t'* ll f P 8 A~t it~iAP I t /PA~A--

ORS proposes to remove the per book amount for the amortization of the purchase

acquisition adjustment of $2,441,

10 A~el t N, fl -. A Pl tt fC I lh tt 4 Atd fC ~hti CIACQ—

12

ORS proposes to remove the per book amount for the amortization of contributions

in aid of construction of$9,604.

13 Addjustment No. 52 —Customer Grohvth —ORS proposes to rednce Net Operating

14

15

16

17

18

19

20

Income by ($249) for the customer growth adjusttnent related to the proposed

Dorchester County transfer. See Audit Exhibit SOS —7,

Ad~ttstment No. 53 —Plant In Service —ORS proposes to remove plant as of June

2006 of ($1,554,861) which includes plant in service of ($1,553,072) and capitalized

wages of ($1,789).

A~d'ustment No. 54 - Accumu1at~ed De reciation - ORS pmposes to rentove

accumulated depreciation of $181,531 as of June 2006.
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11

12

13

14

15

16

17

18

19

20

l

2

3

4

5

6

7

8

A__d'ustment No. 48 - Gross Receipts Taxes -- ORS proposes to remove gross receipts

taxes of ($3,850) which was computed using tile gross revenues of $342,181 and

.0112524.

Ac[justment No. 49 - Ineome Taxes - ORS proposes to adjust State and Federal

Income Taxes for ($32,854) to reflect the impact of the Dorchester County transfer.

See Audit Exhibit SGS-.6.

A_ustment No___..5_0_0_7.Amodization of Pinchase Acquisition AdiustmenL.(P_) -

ORS proposes to remove the per book amount for the amortization of the purchase

acquisition adjustment of $2,441.

_Adjustment No. 51 -- AmorIization of Contribution in Aid of Conslluction [C_L__C_)-

ORS p_vposes to remove the per book amount foi the anaortization of contributions

in aid of censt_uetion of $9,604.

Adjustment No. 52 -- Customer Growth -- ORS proposes to reduce Net Operating

Income by ($249) for the customer growth adjustment related to the proposed

Dorchester County transfer. See Audit Exhibit SGS -- 7,

A.d.justment No. 53 -- Plant In Service - ORS proposes to remove plant as of Jurle

2006 ot"($t,554,861) which includes plant in service of ($I,553,072) and capitalized

wages of(S1,789).

A_d'ustment No. 54 - Accumulated Depreciation - ORS proposes to remove

accumulated depreciation of $181,531 as of June 2006.

THE OFFICE OF REGULATORY STAFF
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~Ad'ustment No. 55 - Cash Work~in ~Ca ital —ORS pmposes an adjustment of

10

13

14

15

17

18

19

20

($25,033) to cash working capital for the effects of the proposed Dorchester County

transfer. See Audit Exhibit SOS -8.

~Ad'ustment No, 56 - Water Service ~Cor oration (ps'S~C —ORS recomputed the

factor used for the allocation of the WSC rate base after removal of the customer

equivalents associated rvith the Dorchester County transfer. ORS used customer

equivalents as of September 30, 2005. A factor of .059056, which excludes customer

equivalents for the transfened subdivisions, was applied to the WSC rate base of

$1,704,694 for an amount of $100,673 less the per book amount of $105,057 for an

adjustment of ($4„384)

A~d'ustment No. 57 - Contributiorts in Aid of Construction —CIAC —ORS proposes

to remove per book net CIAC of $540,237 as of September 2005.

A~d'ustment No. 58 - Plani A~cutsitton A~d'ustment —.PAA — ORS proposes to

remove the per book net Purchase Acquisition Adjustment of $91,817 as of

September 2005.

A~d'ustment No. 59 - Accumulated Deferred Income T~axes ADIT} —ORS proposes

to remove per book Accumulated Deferred Income Taxes of $63333 as of

September 2005.

~Ad'ustment No, 60 - Customer D~eosits —ORS proposes to remove per book

customer deposits of $1,208.
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A.Ad.jd'ustmentNo. 55 - Cash Working Capital - ORS proposes an adjustment of

($25,033) to cash working capital for the effects of the proposed Dorchester County

transfer. See Audit Exhibit SGS -8.

A_ment No, 56- Water Se.rviee. Co___L_rafion_SC_) -- ORS recomputed the

factor used for the allocation of the WSC rate base after removal of the customer

equivalcnts associated with the Dorchester County transfer. ORS used customer

equivalents as of September 30, 2005. A factor of.059056, which excludes oustomer

equivalents for the transferled subdivisions, was applied to the WSC rate base of

$1,704,694 for an amount of $100,673 less the per book amunnt of $105,057 for an

adjustment of ($4,384)_

.A_jd'ustmentNo. 57 - Contributions in Aid of Consllucfion .- CIAC .- ORS proposes

to remove per book net CIAC of $540,237 as of September 2005.

_tslment No. 58 - Plant Acquisition _.Aid'ustment -- PAA --. ORS proposes to

remove the per book net Purchase Acquisition Adjustment of $91,817 as of

September 2005.

_Adjustment No. 59 - Accumulated Deferred Income Taxes _ADI_T).- ORS proposes

to remove per- book Accumulated Deferred Income Taxes of $63,333 as of

September 2005.

Adiustment No, 60 - Customer Deposits - ORS proposes to remove per book

customer deposits of $1,208.
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A~d'ustment No. 61 —Interest E~xense —ORS proposes to synchronize interest

expense to rellect the proposed Dorchester County transfer. ORS proposes an

adjustment of ($26,793).

A~d'ustment No. 62 -~Oeratin Revenues - Pr~oosed Increase —.In accordance with

10

12

13

the settlement agreement, ORS and CWS agreed upon an increase in annual revenues

of $478,215. Details of these adjustments are shown on Exhibit DMH-5 of ORS

Water/Wastewater Program Specialist, Dawn IEpp.

Adjustment No, 63—Uncollectible Accounts —Pr~oosed Increase —ORS and CWS

propose to adjust for uncollectible revenue associated with the proposed revenue

using tbe uncollectible factors for the test year of .85% for water and .86% for sewer.

ORS removed total uncollectible accotuits of ($4,098). ORS's Water/Wastewater

Department verified that the factors were reasonable based on their examination of

the billing records. CWS proposed an adjustment of ($8,285).

14 A~d' \ t n, 64 —r noes Th I —P~dl -- elis d

15

17

18

CWS propose to adjust utility/commission taxes and gross receipts taxes associated

with the proposed revenue, ORS used a factor of .0112574 which is comprised of

the Public Service Commission and Office of Regulatory Stafps factor of .0082524

and the Department of Revenue's factor of .003. ORS's total adjustment amounted

to $5,381 and CWS's adjustment was $10,854,

20 ~Ad'ttstment No. 65 —Income Taxes —~Pro osed Increase —ORS proposes to adjust

21 Inconie Taxes by $179,292 for the effects of the Proposed Increase. Both ORS and

CWS used a 5% rate for state income taxes and a composite rate of 35% for federal

THE OFFICE OF REGULATORY STAFF
1441 Maiu Street, Suite 300, Columbia, SC 29201

Post Office Box 11263,Colurbbl, SC 29211

Testimonyof'Sheen G. Scott DocketNo 2006.92-WI8 CarolinaWater Service,ln¢
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1 Adjustment No. 61 -- Interest Ex_ .- ORS proposes to synchronize interest

2 expense to _ellect file proposed Dorchester County aansfer. ORS proposes an

3 adjustment of ($26,793).

4 A._d.jd'us___tmen.__tNo. 62 - Operat ng _Revenues____P___ Increase ... In accordance with

5 the settlement agreement, ORS and CWS agreed upon an increase in annual revenues

6 of $478,215. Details of these adjustments are shown on Exhibit DMH-5 of ORS

7 WaterAVastewater Program Specialist, Dawn ttipp.

8 _A_dius___tmen_t._No,_3-Uncollect_Je Accounts - Proposed Increase - ORS and CWS

9 p_opose to adjust for uncollectible revemle associated with the proposed revenue

10 using the uncollectible factors for the test year of .85% for water and .86% for sewer.

11 ORS removed total uncollectible accounts of ($4,098). ORS's Water/Wastewater

12 DepaI_ment verified that the factors were reasonable based on their examination of

13 the billing records. CWS proposed an adjustment of($8,285).

14 Adjustment No. 64 -- Taxes Other Than Income -. Proposed Increase -.- ORS and

15 CWS propose to adjust utility/commission taxes and g_oss receipts taxes associated

16 with the proposed revenue. ORS used a factor of .0112524 which is comprised of

17 the Public Service Commission and Office of Regulatory StaWs factor of .0082524

18 and the Department of Revenue's factor of.003. ORS's total adjustment amounted

19 to $5,381 and CWS's adjustment was $10,854..

20 A_djd'ustment No. 65 - Income Ta_xes -- Pr_g932osed.h_._crease -- ORS proposes to adjust

21 Income Taxes by $t79,292 for the effects of the Proposed Increase. Both ORS and

22 CWS used a 5% rate for state income taxes and a composite rate of 35% for federal

................................................. __ ...........................
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1 income taxes, See Audit Exhibit SGS —6 for details. CWS's computation is based

2 on the company's computed taxable income.

3 ~Ar t tN, 66 —c t o Id,oaa9 9 dj t t 76977 t

4 reflect customer yowth after the proposed increase using customers updated to latest

5 available data as ofMay 31, 2006. Customers are updated since plant additions have

6 been included to June 2006. See Audit Exhibit SGS -7 for details. ORS used the

7 number of customers excluding the customers flom the proposed Dorchester County

8 transfer,

9 Q. PLEASE DESCRIBE THK REMAINING AUDIT EXHIBITS.

10 A. Audit Exhibit SGS-5 shows the Depreciation and Amortization Expense Adjushnent.

11 Audit Exhibit SGS-6 shows the Computation of Income Taxes. Audit Exhibit SGS-7

12 shows the Customer Growth Computation. Audit Exhibit SGS - 8 shows the Cash

13 Working Capital Aflowance. Audit Exhibit SGS - 9 shows the Return on Common

14 Equity. Audit Exhibit SGS - 10 shows the Income Statement for the Test Year

15 Ended September 30, 2005. Audit Exhibit SGS - 11 shows the Balance Sheet at Test

16 Year Ended September 30, 2005.

17 Q, DOESTHISCONCI, UDKYOURTKSTIMONY?

18 A. Yes, it does.

THK OFFICE OF REGULATORY STAFF
1441 Main Street, Suite 300, Columbiat SC 29201

Post Office Box 11263,Columbia, SC 29211
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1 income taxes, See Audit Exhibit SGS -- 6 for details. CWS's computation is based

2 on the company's computed taxable income.

3 Adjustment No. 66 - Customer Growth - ORS proposes an adjustment of $977 to

4 reflect customer growth after the proposed increase using customers updated to latest

5 available data as of May 31, 2006. Customers are updated since plant additions have

6 been included to June 2006. See Audit Exhibit SGS -7 for details, ORS used the

7 number ofcustmners excluding the customers flora the proposed Dorchester County

8 transfer.

9 Q. PLEASE DESCRIBE THE REMAINING AUDIT EXIHBITS.

10 A. Audit Exhibit SGS-.5 shows the Depreciation and Amortization Expense Adjustment

11 Audit Exhibit SGS-6 shows the Computation of Income Taxes. Audit Exhibit SGS-7

12 shows the Customer Growth Computation. Audit Exhibit SGS - 8 shows the Cash

13 Working Capital Allowance. Audit Exhibit SGS .-9 shows the Return on Coranaon

14 Equity. Audit Exhibit SGS - I0 shows the income Statement for the Test Year

15 Ended September 30, 2005. Audit Exhibit SGS - 11 shows the Balance Sheet at Test

16 Year Ended September 30, 2005.

17 Q. DOES TI/1S CONCLUDE YOUR TESTIMONY?

t8 A. Yes, it does.

THE OFFICE OF REGULATORY STAFF

1441 Main Street, Suite 300, Columbia, SC 29201
Post Office Box 11263, Columbia, SC 29211
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RE&PORT OF THE AUDIT DEPARTMENT

THF OFFICE OF REGULATORY STAFF

DOCKET NO. 2006-92-EEV/S

CAROLINA WATER SEIRVICE, INC.

SYNOPSIS

Antount Requested - Water —--——

Per
~Alication

$196,713*

Per
Settlement A~cement

$146,129*

Sewer-- —--—"- ————---———$769,552" $332,086*

——----—--—.L$8~285 * +~4098 *UncoBectibles ———---—

Combined ——- ————- ———— ——— ~957 I ' ~4747 lg

Return on Rate Base: Combined Water Sewer

Per Books

Adjusted Per Books ---------—----—————

After Accounting and Pro Forms Adjs. --——-

As Adjusted Present-

2 74'/9

6.05'/9

6.1999

5.99'/9

Atter Proposed Settlement Agreement Increase ---- 7.64'/o

5 01'/9

5.44'/9

7.12'/9

7 17'/9

9 199/o

1.86'/9

6,26'/9

5.89'/9

5 59'/9

7 129/9

R I C~EiIE Combined Water Sewer

After Accounting and Pro Fonna Adjs. ——————.

As Adjusted Present-

Aher Proposed Settlement Agreement Increase- —-

5.86'/9

5,36'/E

9,40'/9

8 13u/o

8.26'/o

13 20'/9

5 14'/E

4.39'/o

8 13'/9

* Excludes Proposed Dorchester County Transfer

REPORTOFTHEAUDITDEPARTMENT

THEOFFICE OF REGULATORY STAFF

DOCKET NO. 2006-92-WIS

CAROLINA WATER SERVICE, INC.

SYN_OPSlS

_Per

A..ARplieation

Amount Requested - Water- ......................................... $196,713"

- Sewer ................................................ $769,552*

Uncollectibles .................................... ($ 828,285__.

- Combined ..................................... $957.980*

Per

Settlement Agreement

$146,129"

$332,086*

......_( 40_5,92_*

Return on Rate Base:

Per Books ................................................

Adjusted Per Books ......................................

After Accounting and Pro Fotma Adjs,- ................

As Adjusted Present ........................................

After Proposed Settlement Agreement Increase .......

Combined Water Sewer

2 74% 5,01% 186%

6.05% 5.44% 626%

6.19% 7.12% 5.89%

5.99% 7 17% 5 59%

764% 9.19% 7,12%

Return on Common Equity:

After Accounting and Pro Fonna Adjs.- ...............

As Adjusted Present .......................................

After Proposed Settlement Agreement Increase .......

Combined Water Sewer

5.86% 8.13% 5,14%

5,36% 8.26% 4.39%

9,40% t3 20% 8 13%

* Excludes Proposed Dorchester County Transfer

i



REPORT OF THE AUDIT DEPARTMENT

THE OFFICE OF REGULATORY STAFF

DOCKET NO, 2006-92-W/S

CAROLINA WATER SERVICE, INC,

ANAI. YSIS

ORS has performed a rcvieiv of the Application of Carolina Water Service, lnc. (hereinatter

referred to as "CWS") along with certain CWS accounting records, relative to its application for

authority to increase certain rates and charges in Docket No. 2006-92-W/S.

CWS is a water and wastewater utility operating m the state of South Carolina. CWS

furnishes both water and sewer service to residential and commercial customers in the counties ol

Aiken, Beaufort, Dorchester, Georgetoivn, I exington, Orangebuig, Richland, Sumter, Williamsburg,

and York. CWS's home office is located at 2335 Sanders Road, Northbrook, Illinois, 60062, its

regional office is located at 110 Queens Parkway, West Columbia, South Carolina 29169. CWS is a

wholly-owned subsidiary of Utilities, Inc. , which is also located at the same address in Northbiook,

Illinois.

ORS respectfiilly submits the iesults of its review as follows:

1. CWS Sled an application on March 27, 2006 for approval of an increase in rates and

charges for water and sewer services pmvided to its residential and commercial

customers.

2. This matter is set for public hearmg beginning Thursday, Septeniber 7, 2006 at 10.30

am

REPORT OF THE AUDIT DEPARTMENT

THE OFFICE OF REGULATORY STAFF

DOCKET NO, 2006-92-W/S

CAROLINA WATER SERVICE, INC.

ANALYSIS

ORS has performed a review of the Application of Carolina Water Service, Inc. (hereinafter

referred to as "CWS") along with certain CWS accounting records, relative to its application for

authority to increase certain rates and chmges in Docket No. 2006-92-W/S.

CWS is a water and wastewater utility operating in the state of South Carolina. CWS

futnishes both water and sewer service to residential and commercial custemeis in the counties of

Aiken, Beaufort, Dorchester, C_eorgetown, Lexington, Orangebutg, Richland, Sumter, Williamsburg,

and York. CWS's home office is located at 2335 Sanders Road, Northbrook, Illinois, 60062. Its

regional office is located at 110 Queens Parkway, West Columbia, South Carolina 29169.. CWS is a

wholly-owned subsidiary of Utilities, Inc., which is also located at the same address in Northbtook,

illinois.

ORS respectfnlly submits the results of its review as follows:

I. CWS filed an application on March 27, 2006 for apptoval of an increase in rates and

charges for water and sewer services provided to its _esidential and commercial

customers.

2. 7his matter is set for public heating beginning Thursday, September 7, 2006 at 10:30

a.ln.

- 2 -



3. CWS's application uses a test year ending September 30, 2005.

4, The following is a summary of CWS's most recent rate case filings:

Date of
Order

Effective
Date

06/22/05 06/22/05

(Appeal Pending)
08/27/01 08/27/01

Docket Amount Amount Retmn on
Number Reguested Granted Rate Base
2004-357"W/S $1,815,528 $1,146,000 8.02o/o

Operating
M~ar 'n

8 13o/

2000-207-W/S $685,063 $406,246 10.06/o 12.01/o

05/31/94 05/31/94 93-738-%/S $804,492 $664,542 - 13.86'/o

05/I I/93 05/11/93 91-641-W/S $863,690 $175,405

08/01/90 08/01/90 89-610-W/S $967,706 $845,976

06/05/89 06/05/89 88-24I-W/S $412,167 $20,460

12/01/86 12/01/86 86-220-%/S $414,936 $287,875

ORS's exhibits related to CWS's pmposed increase are as follows;

7.52o/o

10.42'/0

10 27o/o

11.38'/o

AUDIT EXHIBIT SGS-I; OPERATING EXPERIENCE RATE BASE AND RATES OF

RETURN-COMBINED

Shown in this exlfibit is CWS's Operating Experience, Rate Base, and Rates of Return for the

test year ended September 30, 2005. The exhibit's format is designed to reflect per book infomiation,

per books adjusted for Revenue and other adjustments generated &om Docket No. 2004-357-W/S,

and applicable accounting and pro forms adjustments necessary to correct or normalize the results of'

CWS's test year operations.

ORS verified the per book balances to the books and records of CWS. The book figures

reflect that Operating Revenues for CWS totaled $6,047,725 and Total Operating Income totaled

$446,304 plus Interest During Construction of $6,624, for Net Income For Return of $452,928.

CWS's per book Total Rate Base was $16,503,928. A per book Return on Rate Base of 2.74'/o was

computed using Net Operating Income of $452,928 and a rate base of $16,503,928. lire per book

numbers were adjusted to reflect additional revenue and other adju&nents from Docket No 2004-357-

W/S. As a result of these adjustments, total operating revenues amounted to $6,734,985, Net Income

.

4,,

CWS's application uses a test year ending September 30, 2005.

The following is a summary of CWS's most recent rate ease filings:

Date of Effective Docket Amount Amount Retmn on Operating
Order Date Number _R_e_e_uestedGranted Rate Base _M__g_
06/22/05 06/22/05 2004-357-W/S $1,815,528 $t,146,000 8.02% 8.13%
(Appeal Pending)
08/27/01 08/27/01 2000-207-W/S $685,063 $406,246 10.06% 12.01%

05/31/94 05/31/94 93-738-W/S $804,492 $664,542 13.86%

05/11/93 05/11/93 91-641-W/S $863,690 $175,405 7.52%

08/01/90 08/01/90 89-610-W/S $967,706 $845,976 t0.42%

06/05/89 06/05/89 88-24I-W/S $412,167 $ 20,460 10.27%

12/01/86 12/01/86 86-220-W/S $414,936 $287,875 11.38%

ORS's exhibits related to CWS's proposed increase are as follows:

AUDIT EXHIBIT SGS-I: OPERATING EXPERLENCE.x RATE..BASEa._A_NI) RATES OF

RETURN-COMBINED

Shown in this exhibit is CWS's Opaating Experience, Rate Base, and Rates of Return for the

test year ended September 30, 2005. The exhibit's format is designed to reflect per book infomlation,

per books adjusted for Revenue and other adjustments generated from Docket No. 2004-357-W/S,

and applicable accounting and pro forma adjustments necessary to correct or normalize the results of

CWS's lest year operations.

ORS verified the per book balances {o the books and records of CWS. The book figures

reflect that Operating Revenues for CWS totaled $6,047,725 and Total Operating Income totaled

$446,304 plus Interest Dining Construction of $6,624, foi Net Income For Return of $452,928

CWS's per book Total Rate Base was $16,503,928. A per book Return on Rate Base of 2.74% was

computed using Net Operating Income of $452,928 and a late base of $16,503,928. The per book

numbers were adjusted to retie.el additional revenue and other adjus_nents from Docket No 2004-357-

W/S. As a result of these adjustments, total operating revenues amounted to $6,734,985, Net Income



for Return of $927,688 and Total Rate Base of $15,339,883. The resultant return on rate base was

6.05% on adjusted per book operations ORS's accounting and pro forma adjustments were added to

adjusted per book operations. The net effect of these adjustments produced Total Operating Revenues

of $6,717,812, Net Income for Return of $1,132,619 and a Total Rate Base of $18,288,696. Using the

Net Income for Return and Total Rate Base, ORS computed a Rate of Return on Rate Base of 6.19%

aAer accounting and pro forms adjustments.

ORS has included the effects of the proposed Dorchester County transfer which includes

King's Grant, Teal on the Ashlcy, and Plantation Ridge subdivisions. ORS verified the amounts to

CWS books and records and recomputed corresponding adjustments. ORS removed ($339,332) from

Revenue, ($259,502) &om expenses and ($706,152) from rate base. After the effects of the Dorchester

County tmnsfer, Total Operating Revenues were $6,378,480, Total Operating Expenses ivrae

$5,329,474, and Net Income for Return was $1,052,540. ORS computed Total Rate Base ot'

$17,582,544 and a Return on Rate Base of 5.99%.

CWS has requested an increase in rates which would produce additional net annual revenues

of $903,922, comprised of a water increase of $194,411, a sewer increase of $717,332, and

uncollectible revenue of ($7,821). As a compromise ORS and CWS agree to a net increase in annual

revemies of $474, 117. ORS adjusted for utility/commission gross receipts taxes and income taxes

associated with the pmposed increase.

AAer the proposed inmease, Total Operating Revenues were $6,852,597 and Net Income

for Return of was St/42, 961. Total Rate Base aAer the proposed increase was $17,582,544. Using

Net Income for Return and Total Rate Base aAer the proposed increase, ORS computed a Return on

Rate Base of 7 64%.

forReturnof $927,688andTotalRateBaseof $15,339,883.Theresultantreturnonratebasewas

6.05%onadjustedperbookoperations.ORS'saccountingandproformaadjustmentswereaddedto

adjustedperbookoperations.TheneteffectoftheseadjustmentsproducedTotalOperatingRevemles

of $6,717,812,NetIncomeforRetumof$1,132,619andaTotalRateBaseof $18,288,696.Usingthe

NetIncomeforReturnandTotalRateBase,ORScomputedaRateofRetainonRateBaseof 6.19%

afteraccountingandprofo_maadjustments.

ORShasincludedtheeffectsof theproposedDorchesterCountytransferwhichincludes

King'sGrant,TealontheAshley, and Plantation Ridge subdivisions. ORS verified the amounts to

CWS books and records and recomputed corresponding adjustments. ORS removed ($339,332) from

Revenue, ($259,502) from expenses and ($706,152) from rate base.. Afte_ the effects of the Dorchester

County transfer, Total Operating Revenues were $6,378,480, Total Operating Expenses wele

$5,329,474, and Net Income for Return was $1,052,540. ORS computed Total Rate Base of

$17,582,544 and a Return on Rate Base of 5.99%

CWS has lequested an increase in rates which would produce additional net annual revenues

of $903,922, comprised of a water increase of $194,411, a sewer increase of $717,332, and

uncollectible revenue of ($7,821). As a compromise ORS alrd CWS agree to a net increase in annual

revenues of $474,l 17. ORS adjusted for utility/commission gross receipts taxes and income taxes

associated with the proposed increase.

After the proposed increase, Total Operating Revenues were $6,852,597 and Net Income

for Return of was S1,342,961. Total Rate Base after the proposed increase was $17,582,544. Using

Net hrcome for Return and Total Rate Base after fl_eproposed increase, ORS computed a Return on

Rate Base of 7 64%.
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AUDIT EXHIBIT SGS-2: OPERATING EXPERIENCE RATE BASK AND RATES OF

RETURN- 'WATER

Shown ut this ORS exhibit is the Operating Experience, Rate Base, and Rates of Return for

CWS's Water Operations,

AUDIT EXHIBIT SGS-3: OPERATING EXPERIENCE RATE BASK AND RATES OF

RETURN-SEWER

Shown in this ORS exhibit is the Operating Experience, Rate Base, and Rates of Return for

CWS's Sewer Operations.

AUDIT EXHIBIT SGS-4: EXPLANATION OF ACCOUNTING AND PRO FORMA

ADJUSTMENTS- WATK SEWE AND COMBINED

Shown in tlds exhibit are the details of accounting and pro forma adjustments made to correct

or normalize CWS's water and sewer operations and to rellect the proposed increase. For comparative

purposes, ORS and CWS's adjustments are both presented in this exhibit.

AUDIT FXHIBIT SGS-5: DEPRECIATION AND AMORTIZATION KXPKNSK

AD JUSTMKNT

Shown in this exhibit are ORS's computations of the adjustments to Depreciation Expense

and the amortization of Contributions in Aid of Construction (CIAC). The Depreciation rate of 1.50%

(66.67 years) was used for plant in service and 25.00% (4 years) was used for vehicles and computers

as recommended by ORS's Water/Wastewater Departtnenk

AUDIT EXHIBIT SGS-6: COMPUTATION OF INCOME TAXES

Shorvn in this exhibit is ORS's computation of State and Federal Income Taxes based on

taxable income, adjusted per books, after accounting and pro forma adjustments, as adjusted

present, and atter the effect of thc requested increase, ORS and CWS used the state income tax rate

AUDIT EXHIBIT SGS-2: OPERATING EXPERIENCE, RATE BASE AND RATES OF

RETURN- WATER

Shown ill this ORS exhibit is the Operating Experience, Rate Base, and Rates of Return for

CWS's Water Operations.

AUDIT EXHIBIT SGS-3: OPERATING EXPE1LIENCE_ RATE BASE_ AND RATES OF

RETURN-SEWER

Shown in this ORS exlfibit is the Operating Experience, Rate Base, and Rates of Return for

CWS's Sewer Operations.

AUDIT EXHIBIT SGS--4: EXPLANATION OF ACCOUNTING AND PRO FORMA

ADJUSTMENTS- WATER_ SEWER, AND COMBINED

Shown in tiffs exhibit are the details of accounting and pro forma adjustments made to correct

or normalize CWS's water and sewer operations and to reflect the proposed increase. For compmative

purposes, ORS and CWS's adjustments are both presented in this exhibit.

AUDIT EXHIBIT SGS-5: DEPRECIATION AND AMORTIZATION EXPENSE

ADJUSTMENT

Shown in this exhibit are ORS's computations of the adjuslmeuts to Depreciation Expense

and the amortization of Contributions in Aid of Construction (CIAC). The Depreciation rate of 1.50%

(66.67 years) was used for plant in sexvice and 25.00% (4 years) was used for vehicles and computers

as recommended by ORS's Water/Wastewater Depa_t_nent.

AUDIT EXHIBIT SGS-6: COMPUTATION OF INCOME TAXES

Shown in this exhibit is ORS's computation of State and Federal Income Taxes based on

taxable income, adjusted per books, after accounting and pro forma adjustments, as adjusted

present, and after the effect of the requested increase. ORS and CWS used the state income tax rate

- 4 -



of 5% and composite federal income tax rate of 35%,

AUDIT EXHIBIT SGS-7: CUSTOMER GROWTH COMPUTATION

Shown in this exhibit is the computation of CWS's customer growth. ORS used the number

of customers at 10/01/2004 and 5/31/2006 to compute the growth factor. Since ORS proposes to

include plant additions as of 6/2006, the latest available number of customers is used to compute the

growth factors. ORS computed a growth factor of 40 % for water operations and a growth factor of

.31% for sewer operations. Combined customer growth svas computed by adding water customer

growth and sewer customer growth.

AUDIT EXHIBIT SGS-8: CASH WVORKING CAPITAL ALLOWANCE

Shown in ORS's exlubit is the calculation of cash working capital atter accounting and pro

fonna adjustmeuts and as adjusted present operations at September 30, 2005, ORS uses a forty-five

day cash working capital allowance since CWS bills in arrears.

AUDIT FXHIBIT SGS-9: RETURN ON COMMON EQUITY —WATER SKWF~AND

COMBINED

CWS's renun on common equity is computed both before and atter the requested increase.

The rate base, as shown on Audit Exhibit SGS-I, is allocated among the various classes of debt and

equity according to tbe respective ratios as computed using CWS's parent company's capital structure

as of September 30, 2005.

ORS computed the amount of total income for return necessary to cover an embedded cost

rate of 6.42% on long-term debt. The remainder of total income for renun for combined operations

produces a renun of 5.,86% to common equity atter accounting and pro forma adjustments. Thc overall

cost of capital was 6.20%, Such ovemll cost equals the rate of return on rate base shown on Audit

Exhibit SGS-1.

of 5% and composite federal income tax rate of 35%,

AUDIT EXHIBIT SGS-7: CUSTOMER GROWTH COMPUTATION

Shown in this exhibit is the computation of CWS's customer growth. ORS used the nmnber

of customers at 10/01/2004 and 5/31/2006 to compute the growth factor. Since ORS proposes to

include plant additions as of 6/2006, the latest available number of customels is used to compute the

growth factors. ORS computed a growth factor of .40 % for' water operations and a growth factor of

.31% for sewer operations. Combined customer growth was computed by adding water customer

growth and sewer customer growth.

AUDIT EXIFIBIT SGS-8: CASH WORKING CAPITAL ALLO_VANCE

Shown in ORS's exhibit is the calculation of cash working capital after accounting and pro

fonna edjustments and as adjusted present operations at September 30, 2005. ORS uses a forty-five

day cash working capital allowance since CWS bills in arreals.

AUDIT EXHIBIT SGS-9: RETURN ON COMMON __EQUITY - WAT_E_WEE_ AND

COMBINED

CWS's return on common equity is computed both before and after tile requested increase.

The rate base, as shown on Audit Exhibit SGS-1, is allocated among the valious classes of debt and

equity according to the respective ratios as computed using CWS's parent company's capital structure

as of September 30, 2005.

ORS computed the amount of total income for return necessary to cover an embedded cost

rate of 6.42% on long-term debt. The remainder of total income for rettun for combined operations

produces a return of 5..86% to common equity after accounting and pro foima adjustments. The overall

cost of capitaI was 6.20%, Such overall cost equals the rate of return on rate base shown on Audit

Exhibit SGS-I.



As Adjusted present income available to conunon equity amoiuits to $385,420 and the return

on common equity amounts to 5.36%. Overall cost of capital as shown in this exhibit equals 5.98%.

Such overall cost of capital equals the rate of return on rate base on Audit Exhibit SGS-1,

As a compromise, ORS and CWS agree to additional net revenues of $474,117. Income

available to common equity increases to $675,841 and ietum on common equity increases to 9.40% as

agreed in the settlement agreement between ORS and CWS. The overall cost of capital as shown in

this exhibit equals 7.64%. Such overafl cost of capital equals the rate of retutn on rate base on Audit

Exhibit SGS-1 .

Included in this exhibit is the Retiun on Common Equity as allocated to CWS's water and

sewer operations.

AUDIT EXHIBIT SGS-10:INCOME STATKMK'NT

CWS's Income Statement for the test year ending September 30, 2005 is iefiected in this

exhibit. ORS verified the income statement to the books and records of CWS

AUDIT KXHIBIT SGS-11:BALANCE SHKKT

Shown in this exhibit is the Balance Sheet of CWS as of September 30, 2005. ORS verified

the balances contained in this statement to the books and records of CWS.

As Adjusted Present income available to common equity amotmts [o $385,420 and the rettun

on common equity amounts to 5.36%. Overall cost of capital as shown in this exhibit equals 5.98%.

Such overall cost of capital equals the rate of return on rate base on Audit Exhibit SGS-I.

As a compromise, ORS and CWS agree to additional net revenues of $474,117. Income

available to common equity increases to $675,841 and letum on common equity increases to 9.40% as

agreed in tile settlement agreement between ORS and CWS. The overall cost of capital as shown in

this exhibit equals 7.64%. Such overall cost of capital equals the rate ofrcttrtn on rate base on Audit

Exhibit SGS-.t.

Included iu this exhibit is the Rettun on Common Equity as allocated to CWS's water and

sewer operations.

AUDIT EXtlIBIT SGS-10: INCOME, STATEME, NT

CWS's Income Statement for the test year ending September 30, 2005 is _efleeted in this

exhibit. ORS verified the income statement to the books and records of CWS

AUDIT EXHIBIT SGS-11: BALANCE, SHEET

Shown in this exhibit is the Balance Sheet of CWS as of September 30, 2005. ORS verified

the balances contained in this statement to the books and records of CWS.
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Carolina Water Service, fnc,

Exp)enation of Accounting and Pro Forms Adjustrnsnts
For the Teat Year Ended September 30, 2000

Audit Exhibit SOS-$

~Desert tl Combined Water Sewer
S

t ORS and CyfS propose lo adjust revenues to relied sn
andre tear oi cons am ptbn end utf na units at prese ni rake
onumd m Dcckei No, 200535?-wiS.

Per ORS

Per CWS

893 74 35.235 858.030

093 278 35 235 ti56 043

Ln) I)sea~le

2 CRs praposss lo adjust for uncollecbble wxounts
as soda led with Ihe eddiliorml revenues fram Docket No
2004 357wjs usfna an u~ rale ef 85% for total

vrster revenue of $1,022,303 end 86'%%d kx lolsl saner
revenue of $4,765,000.ORS computed s fotaf Imcollecbtde
amount of 1$67.2S3] less ths per bank amount of t$51,210)
for an adjuslmoni of ($6,014) cws used the same
un co?webb le rates applied to addi t'onsl water erd sawer
revenue from Docket No 2104-357-WiS

Per ORS

Per CWS

5,014 5,654

8 5,660

~ce r i~aV jkgx)faallarrkttle)

3 GRs proposer Io adjust fare exbaordmwy rebremant of
wells of $29024 end rmnoval of de preua ban expense
i57,5681 as approved In previovs CWS rate cases CWS
inadvsrlenlly left these amounts off the schedules

Per ORS

Per CWS

22,056

f0LIaXIt agjbacjba II ~ln

4 DRs snd cwS propose to adjust fw Udik)rCommisskn snd
Gross Receipts laxes assodaied widr the edditbnal
rsvonues fram Docket No 2004357-W/S.

P& ORS

Per CWS

5 ORS proposes lo remove propedy taxes axsouated vrfh Ihe
retired volts as approved In previous CWS rate cases.

7)OI

i?

396 ?.405

16

Per ORS

Per CWS

?~otal axes Oiher ?~ha fncor02 ~ PerORS

)8,55e) (8,659)

68 8,163 7,405

)Ek Incus Jmaa

8 ORS and CWS pmpose lo adjust lor federal and slate
income laxas assodelsd mth Iho addibonel revenues and
aeter sdiuumsnts from Dacket Na 2004-35'7-WjS

Per ORS

Per mVS

-10-

100,902 33 012

109 160 39,364 159 816

Audit Exhibit SG8-4

Carolina Water Service, Inc,

Explanation of Accounting and Pro Forma Adjustments

For the Test Year Ended September 30, 2005

Additional Adlustme_ From Docket NO, 2004-357-WLS

1 ORS andCWS proposeto a{/just revenuesto reflect a_
entre _ ofoonsumptk_ _n{/b_'_ng tmP,s _1presentfetes

in Docket NO, _7_W/S.

Per ORS

Per CW$

Combined Water Sewer

$ $ $

e93r2_4 3_.235 658,O39

693 276 35 23_ 65_ 043

2 ORS proposesto adjust for uncc_P,c_b!eao=ou_s
assodaledv,,_th the ad,_?,_o_8t revenuesfrcm D_J_el No
2004,3,57-W/S us_ an une_flec#t_eralaof 85% tortotal
vtaterrevenueof $1,022,393 and 80"%for totet
rever_mof ,$4,765,009.ORS cornpetada total uncoeec_e
8moun_of i_7,233) less the perbook amount of($51 _10)
for an a_r.r_tmentof ($5,0_4) CWS used the same
unceP,ec_bterates_pp_ed toaddi_<:,_lwaler end sew_
mver_ Item Docke( NO 2004 -357-W/S

Per _$

3 ORS pro_ to _st forthe e_ red,ernest

t$7,5_) _ _pe_o_adIn previous CWS _ _ses _S
Ina_ad_ !ee these _n_ offthe _u_.

Per ORS

(6.014) e_01 (_,e.s4}

5,958 8 5,_0

22._ 22._,_ . o

o 0 o

IDI Taxes O_er Than Income

4 OR8 and CW$ proposeto _ust for Ut_t_Comrn'_sslon_nd
G_:_s Rec_pts taxesa_odated v4tl_f4_ea_dit'ce.a]
revonue_frer_Docke_NO 200¢357_W/S.

Per ORS

Per CW$

5 ORS proposesto remove property taxesassodetadv_ the
ret_ns_we_s as _pprovad I_ ,o_evta_;C'W'$rate cases.

7,801 390 7.405

17 1 16

Per ORS

Per CW$

Tot___JJ'*axesOther T_|_; Per ORS

(8.559) (8,_0) O

0 0 O

(7_8) (8463) 7.405

6 ORS and CWS propose_oadiust for faderater',dstate
incon_etaxesassociated v,_thIho adoiUonaIrevenues an{/
otheredjustr#enlsfrom Docket No 2034-3.57-W/S

Per ORS

Per CWS

t_,902 33_912 15_,990

_99,_80 39,36,4

-10-



Audit Exhibit SOS'

Carogns Water Service, inc.
Exptanalion of Accounsng and pro Forms Adjustments

For the Test Year Ended September 30, 2005

~Descrl lo Combined Water Sewer

(ELGrmal jtetbLSdiyjca

7 CRs and cws propose to adjust for removal of vo88
($2eg 237) and plant sam phr items ($8A57) es approved in

prevbus CWS rate cases

Psr ORS

Per CWS

8 ORS and CWS propose to adjust for excess book valve
rorrtsd forward front the lest fate case lo Nlr! and of the Inst
year

Per ORS

Per CWS

Total Gross Plant In Ssrvlco ~ Per OR 3

(308,194) (302,663) (5,528)

(308.194) (302,665) (6,628)

(8S8.569) (340,322) (Sts+47)

~888 589 ~340 322 ~548,24

1,196,763 842990

~ate~de ec Stion

9 CRs and cws propose to adjust accumusted depredation
for the removal of vm3s ($31,767) end plant sample aem
1$!!51)asadjusted In Ihe tasl rale case fo tho end of Ihe test
year

Per ORS

Per CIVS

32,718

32,716

31,787 851

31,767 951

~f1ra t ~66

10 oRs and cws propose lo adjust for Interest expense
assccrated with Ihs prsvhws mljustments related to uocxel
Ifo 2004-357.WIS udng lhe long lsrm debt ratxx of 59 105
and the embedded cost of debt rd 6 4251

PM ORS

Per CWS

194,945 387,512

582 4 194.945 387,612

'.~*
IILgaeratrro jjbvruae

11 QRs and cws p opose lo adjust operadng revenues lo
mnerx cvrren! customers st cu«ent rates as computed by
ORS'1 water and rvastmveler department

Per ORS

Por CWS

(LI) grr~olle AscCo

12 ons snd cws propose to sdjusl uncoNeukte accounts for

the e fleet of Ihe pm lonna revenue sdjuslmentl ORS and
CWS used uncoih«sbte rates of.85% for water snd 86'/ for

sawer

17,324 'I 7,398 34 722

17,310

Per ORS

Per CWS

151

151 147 298

148 299

-11-

Audit Exhibit SGS-4

.Calntlna Water Service, Inc.

Explanation of Accounting and Pro FoPma Adjustments

For the Test Year Ended September 30, 2000

fF1 Gross Plant In Sewice

7 ORS endCW5 proposeto ndjust for removalof _;ts
{$299.237i Bndplant sampleItems($8,957) es _pptoved la
prev_,;_sCWS rate cases

P_ ORS

PC_CWS

8 ORS andCWS I_opose to adjustfor exo_ssbeok va_e
cardedfop,_rard#ore _ last rate caseto the end of the test

_af

P_ ORS

per CWS

Torsi Gross Plant in Service * Per ORS

((_;tA_cumuteted Denrecltot_9_

e ORS _nd CW$ proposetoedjustaccumu_led depredatlaa
for the re_o'_,_tof v*_s ($31,767) ar.d p_nt sBmpte1ton1
($951)as ndjustod la the lastrate c_se to the end of the test
year

Per ORS

pet CWS

Combined Water Sewer

$ $ S

(_,104) ($o2,e_) (5,526)

(308,194) (_02,668) (6,526)

(sss._e) (_40,3_Z) (_4&247)

(1,198,7e3) 1642t990) (553,773)

32,7_8 3!,767 g51

32,718 31,767 951

LEtl_J_t_

10 ORS and CWS prepose (ond]ust fo_latorest expense
a,_oc_ated w_th_e Wevious=_:_ustmentsreIatad to £tockel
No 20CA-357-W/Su_ng the to_j,torm debtraL_ of 59 10%
and the embaddad costof deb_of e 42%

P_ ORS

Per CW$

(582,457) (194.945) (387,512I

fSa2,4S_3 fl_4.945] (_7,S'_2)

Ac_n_ and PLO For£qaA_ust merit s

gj_ I v

11 ORS and CWS proposetoadjust operaUn_revenuesto
_e_ct cutr_t cu_torf_ers8t oJWe_ rates as CO_pofedby
ORS'S water and wa_tewato;_epartmeat

Pe_ORS

Pe_CWS

12 ORS _ad C'WS propose to ndju_tunoo_ec_;b_e_r.caunts for
the effect of P,e pro loana reveille ao'justrnenla ORS and
CWS use__nootk_',e ratesof .&5% for water z_nd86% to_
.sewer

Per ORS

Per CWS

_,:Tz4) '_7,3_ (34,722)

_5_ (148) 299

,., 151 ._ (_47_

-11-



Audit Exhfbtt SOS'

Caroffna Wator Serutce, fnc.
Expfsnatfon of Accounting and Pro Forms Adjuatmenta

For the Test Year Ended September 30, 2005

O~eecrt tf

I~41~In ~s
Combined Water Sewer

S $ S

13 ORS snd CWS propose to adjust operetwe' saladas. ORS

proposes lo annualize apemlors' salary expenses using
negs rates es of May 2006 and wage aikmsUon fedora ze of
Seplembw 2005 ORS did noi include a 4% rust of odng
Increase, since supporlfng documentation was not received
fn suficfent bme to slfow for lie audit CWS inctuded e 45
coll of Urlng fncr esse

Per ORS

Per CWS 101,652

41,997

62,764

14 oss and cws propose lo adjust opersang Expenso
Chargei lo plant lo re9ect lhe proposed increase bl Ihe
wago adjustmsnt CRs computed e lsdw of 39.30% using
actual leal year data CWS used e cspflalizalion fador of
35 15%which was based on snnuaiized wages

Per ORS

Per CWS

434,4007 (13,175) (21,2257

Ivv 12 594 RI,772

I4LG sgstadgxxns

15 CWS and ORS propose to adjust office salary expanses.
ORS annus tbed sab ries using wage rates as of May 2006
end wage sllccalkms ss of September 2005 ORS did not

indude 8 4% coal of living increase, since sup pw5ng
donrmentsUon wee not mcelvsd In sufiident I nw lo allow for

iis swpl

Par ORS

Per CWS

40,752

79,851

15,608

30,565

25,144

49,286

16 ORS proposes lo lndude cmreflt fete case expenses,
unamortized rate case expenses. other expenses from

Docket No. 2004357-w/s, sml cwss porrmn of Uw

Utrdss Management Audiicosts, eUtolaiing $485 T74 Ttfs
amount fs emorbzed over e tare avrmr perkd for en amount

of $161 926 tsss Ihe per book amount of $23 117 for en
Ixijvstrnentof$135 303 CRs adjusted tornctuef expenece
incurrod el Ihs end of Uw audit

Par ORS

Per CWS

135,308

106,849

53.163

40923

85,645

\7 ORS and CWS propose to adjust for pension and ollwr

be neSs as soda ted with the wage Increase.

Per ORS

Per CWS

13,3M!

16,298

5,319

6,233

3,569

I0,005

-12-

Audit Exhibit SGS-4

Carolina W_er Service_ Inc.

Explanation of Accounting and Pro Forma Adjustments

For the Test Year Ended September 30, 2005

t 3 ORS aP.d CW$ p_opose to adjust opera f._cs'salaries. ORS
p_oposes te ann u_._z_ o_s ' s_lery expenses udn o

-_ rates s_ of May 2CO6 and '._ag_ 8_EO_ f_otoPsas of

Septemb_ 2005 ORS o';d not _ _ 4% cost of rM_g
In,ease. _x_ =uppo_ng doc_meotal_c_ was _'_ t_
In s_ 6me to allow I_ _ aud_ CWS Included 8 4%

cost of _[ng _Je.a_e

Combined Water Sewer

$ $ $

P_ ORS

P_CW$

68,066 26,069 41,997

|01,_'62 ,Y_'gttS 62,764

14 ORS _nd CWS propose to _L_t O_emSng Exp_so
Charged to Plant to tef_of lha p_oposnd k'_'ease _ the

waoe _stmeof ORS con_p_ed a fac_c_ of 39.30% usk_g
aclua_ tesl _e_ data CWS used a cap_iza_o_ fagot of
35 16% whld_ was based on annuatized wages

p_" ORS

P_CW8

_] _nte n a rice E xoe rise s -Per O_

(34.400) (13._75} (21.226)

33,688 t2p894 20,772

tLL_

t 5 CWS and ORS ProPOSe to ao"_st office salary expenses.
ORS annua_.cd saL__,_s usLqg wage rates as of May 2006

a_:] _ge a_t_'_s _s of Sep_e_n_r 2005 ORS did not
include a 4% cost of fMng Increase. since $_ppod_9
d_cumcntat_ _as not _cek.nd In su_,cfeof t_me te altew f_

its a_O3L

PerORS

Pet CWS

16 ORS p_oposes to tr_Jude cu_r_t rate cas_ e_xp_n.._s.
_mod_zod rate case ex_. o_P_r expe_ from

Docket No. 2004-357_W/5. _ CWS'S pOK,O_ of [he
U_T_ Management Auolt costs, a _ totaling $4_5.774 TI_S

_moun[ fs amort_d over a t_ee_ podod _c_ en _mount
of $161,925 less _e per book _rnouot of $23,117 for _n

_djustmeof of $138.608 ORS adjuslnd for actoat expenses
_nnd at tba e_ of the _uo3t

pet ORS

Po_ CWS

17 ORS and CWS pmpos_ to P_just Ic_ pe_slo_ and o_,e_

ben_l_ts asscc_ted "._lh the wage _-oa.s_.

P_ORS

P_CWS

40.752 t 5._08 25.t4_

79"95t 3=0.565 49.206

138,808 53,t63 _5.645

106,849 40,923 65"926

13"988 5,31g 8.C_69

16,_8 6,233 10,065

-12-



Audit Exhibit EGEST

Carolina Water Service, inc.
Explanation of Accounting and Pro Forms Adjustments

For ths Test Year Ended September 30, 2005

~Desert tfon

18 ORS and CWS proPose to remove OHEC anus rd (313 600)
ORS also proposes to remove other legal fess associated
with fobbyvrg ol f833,375).

Combined Water Sewer
0

Per ORS

Per CIVS

19 ORE proposes to annualize Infmest on cusfomer deposas

using tha last year ending balance end the approved interest

rate sf 350%

(48,976)

(13,600}

(i7.992) (28,963)

(6209) (ape f)

Per ORS

Per CWS

411

N7.130 66 353

(ML~ixLII Entsasa

20 cws proposes to annualize deprsdathn expense uung
es6maled pfanl addil'ons ORS proposes lo ennvssze
dspreds6on expense as of June 2006 for Xnovm and
msasursbfs net plant m service Seo Audit Exhibit SGS-5 for
dolai1s

Psr ORS

Per CIVS

45,172 6.852 52,024

104 009 15,248 89 3f!I

2t CWS and OR8 propose to adjust for payroll taxes
assodsisd vrith um wage edlustmenl

Psr CRS

Psr CWS

22 CRs proposes to edjvst ror Uaflpccmm scion snd grow
receipt» le»es aller accounting and po iorms sdiusbnents

6,621 2,153

3,324

3,4ft8

Psr ORS

Psr CWS

(195) (391)

23 ORS and CWS propose lo remove a lex scaual tor properly
taxes to rsffed adust lest year expense

Psr OPS

Psr CWS

(613,669) (196,697) (318,872)

(5513 556899~196,sg ~3I6.87+2

)'~ofs Taxes Oth~rz~ha Inca e ~ Per Olia 508,143 194.348 31379

24 ORS end CIVS fxopose lo adjust Income faxes alter
mxounsntl snd pro torma adjustments see Aude Exhlta
SGS -6

Psr ORS

Psr CWS

59,341 51,021

195114 64, 138

8,320

130.976

-13-

Audit Exhibit SGS-4

Carolina Water Service, Inc.

Explanation of Accounting end Pro Forma Adjustments

For the Test Year Ended September 30, 2005

18 ORS andCWS propose to remoyeOHEC 5_s of ($13,600)
ORS also proposesto removeoa_r togal fees associated
•_th _ or _33,37a).

Pe_ORS

Pet CWS

19 ORS pi_posesto sr;riua_o {ntoresto_ cLisfi_riierdeposes
us_g the test_ar eud_g balanceand the _pprovud interest
rate of 3 50%

Pe¢ORS

per CWS

Tote| _enera_ Expenses. Per ORS

Combined Water Sewer

$ $ $

{46,975) (17.992) 128,983)

{13,6e_) (6_o9) (s,_t)

666 255 4"_1

O 0 0

147.139 56+353 90,7_

20 CWS proposesto an_va_zedepredar_n exper_e using
os_matedptantadd]Oons ORS pr_ f_ _nnu_Ez_
cte_edation expense _s of June 2006 fo_known and
measvrat:_ net plan[ to sePttc_ See Audit Exh_t SGS-5 fc¢
deta_

Pet ORS 45,172 (6,652) 52,024

104,609 15,248 89_361

2t CWS a_ ORS propose to ndjust for pay_o4[taxes
assocIBtnd wg.hth_ wage a_justrnen!

Pe_ORS

Pe_CWS

22 ORS proposesto nd,_st tot L_aty,'Ccmm;ssfon and9¢o_s
rece_pLsta_es_fter accounting _ pro[oKna adj_Ls

per ORS

Per CW$

23 ORS _nd CWS p_ose to _emovea t_xacc_J_l/o_properly
tP.xe_to mftect_ctoal testyea="exper_se.

Per ORS

Pet CW$

J-ot_]axes Olh_ Than toco_e - Per O_$

24 ORS and CWS proposeto adjust imbrue faxes a_et
m:_:,unang _ud p,'o forma _ustme_s See Audit Ex_b_t
SGS-6

P_ ORS

Per CWS

5.62t 2,1_ 3,4_

8,_9 3,3_ 6,385

0 1 0

(_0a,143) (194.348} (3t3,795)

-- 59,34| 51,02_ 8,320

_ 1_114 64,138 139.976

-13-



Audit Exhibit SOS'

Carolina Water Service, lnc.
Explanation ot Accounting end Pro Forms Adjustments

For the Test Year Ended September 30, 2005

~ec tlo

buuo I fggnsS
Combined Water Sewer

25 ORS and CWS proposrm to annualize emorszafion of CIAO

aa uf Ssplafrrbef 30, 2005. Tha ptrrposrr ot gda edfustnxml

is lo properiy cabulafs amortize son expanse esscdaisd with

CIAO ORS and CWS smorazed CIAO using s I 5% rate

Per ORS

Por CWS

tgl ~eQurIICftnattucggal@Q

28 ORS and CWS popose lo egmlnals Intezert During

Consfnxz'on tlDC j tor rata making purposes. ORS and
CWS did not indude ~Work tn Pmgrsse In mls
base and thmnfma IDC fs egndnefsd ss en sckfeon to nel
brooms

(2,120

22 516 12,205

1,791

10,314

Per ORS

Psr CWS

8,624 I 979 4,645

6 624 1,979 4,645

27 OR S propose a to adjust for customer 0rov th sitar
accounting aml pro lorma adjusbnenia ORS used the lelesl
svaiiabte number of customers ss of ktsy 3 I, 2008 plant
sddiaons have heart induded lo June 2006 see Audit

Sxhbs SOS -7.

Per ORS

Per CWS

tSIOf~l' s nfyjm

28 ORS snd CWS propose to adjust tor po fcrma plant

addigons snd retirements. OREs sdjuslment is heed on
known and measurabls plant In service induding generai
ledger sddisons, capitsgzed sme end pro forms plant

addlsons arrdratlfernenie a6 0I Jufm 2006 CWS'a

sdjusunsnt is based on estimated amounts

Par ORS

Por CWS

3,783

2,670,377

3,363,037

1,262 252t

285,318 2.385,059

506,32I! 2,858,70li

29 ORS proposes fo capnalize «ages, taxes, and benefds as a
result nt Ihs psyrog edjusnnent DRs cep'uslized 39 30% oi
Iha wage adju sirnmrt

Par ORS

r srCWS

13,175 21,225

2.704 777 298,493 2,408,284

-14-

Audit Exhibit SGS-4

Carolina Water Service, Inc.

Explanation of Accounting and Pro Forma Adjustments

For the Test Year Ended September 30, 2005

_IL_ tlon of ConidbutJons In Aid of Consttuofton

25 ORS Bnd CWS p_pe_es to 8rmgal_.oamo_zm_ of CIAC
as_f Seplem_ 30,200_. The purposeof 8ds_juscmsnt
is topmper;yca]cu_ntea_tJon expenseasso_a_ed"_th
CJAC ORS and CW$ a_r_o_Pz_/C_C u_ng 81 5% rote

Combined Water Sewer

$ $ $

PeTORS

PotCWS

(Q)=[nterest Dudng Construc_

ORS and CWS Propose to e_nIP_le Interest DrYing
C.c_t_.t_o_ 0DC) fc_-_te making _. ORS t_nd
CWS d_ r_ InduCe _ Wod__ Pc.gess I_ rate
_e a_l thamfc,_ IOC is e_Nnntnd Bs _n ad_'_'_o_to nel

P_ORS

Per C'WS

_R_ Cuslomer Growlh

27 ORS pmpu._s tondju_t f_- _s_om_ gro'_ _ fte.r
_ccountlng and pm form_ _dJustments ORS usnd_ istent
sva_e numbsrof custo_netsa.sof Mayal. 2006 Plant
_dItJons have bc_n includedto Jgn_ 2006¸ S_o Audit
Ex_b_tSGS -7.

Per ORS

Pe_CWS

28 ORS and CWS Wopuse to z_dju_ttot prof_a plant
_.ons and refinement. OR$'s adjustmentls basndo_
known_nd n_aSur_t_e p_antInser'._ _ck,;_,9 _ral
led_ _iF.ons, cap_t_zed time _nd _ fom_ap)ant
_ons _nd re_cc_.._Lsas o_Juc_ 2006 CWS's
_djUstment Is b_s_; Onesffmnted_ts

pe_ORS

Po_CWS

(2._) (s_) (1,791)

22,519 t2 205 70314

(a824) 0,97W {4_

3,7_ 1,_2 2152t

0 0 0

2,S70.377 285,318 2,385,059

3.363,037 50_,328 2,856,709

29 ORB proposesto c_l_is_izov,_ges,tsxes, and be_Fds as a
ro,sultofthe payroll _uslmefl I ORS cap_.__zed:_930% of

P_roRS

PerCW$

34,,;00 13,175 2t225

o 0 0

To!al C:ross Plant In S___nl_..P%r ORS 2.704_777 298.493 2,406284

-14-



Audit Exhibit SOS&

Carolina Water Service, Inc.
Explanation of Accounting and Pro Forms Adjustmsnta

For the Test Year Ended September 30, 2005

Des cri Combined Water Sewer

(TtusggumuLsladgearrilfm

30 CwS proposes lo edillsi eccurmllstad defxedaerm using
estimated plant dditlons and reiiremrmts. ORS proposes to
adjust Bcctrmuletsd depreciai'Kn for Iha deprsdeaon
expanse adjustment of ($45,172)aml retbsmmds from
October 1.2005-tune 2008 fm $265,153nhich indudes
$223,473 for gerurat ledger reltrsmenb emf $41,680 for
nldr8msnl ot a vreku project

Per ORS

Per CWS

2 to 981 117989

%5514 149,188

101.992

75,346

31 CWS end ORS propose lo adjust Cash Workfng Capeef
seer accounting end pro forms sdjus trna nls See Audit
Exhibit SGS - 8.

Psr ORS

Per CWS 13,581 21,899

8.650 13945

QQ rl to Ai C

32 CRs proposes to adjust Ihs cIAc te reflect the amorameon
st September 30, 2005

Per ORS

Per CWS

1,791

f)0(hgtm~Dttosem

33 ons proposes lo adjust interest on customer Osposm
using ihe bafance at September 30, 2005.

Per ORS

Per CW6

411

guJattere

34 ORS and CWS propose lo adjus! Interest on debt using a
59.10%I 40 90% debt I equity raeo snd a 642% cost of
debt OR8 proposes to compute elkwabte interest expense
eftar saxuneng and pro fmma edjuslmenls see Aude
Sxhedt SGS .9.

Per ORS

Per C)VS

111,976 16,144

137,482

95 832

112,100

' *
Revenue

35 ORS proposes lo remeve senrice revenues

Per ORS

Per CWS

36 ORS proposes le remove miscellaneous revenues.

Per ORS

Per CWS

(331,417)

(10,764)

(12269) (319.149)

0 0

(474) (10,290)

-15.
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Carolina Water Serv|ce, Inc..

Exp|anation of Accounting and Pro Forma Adjustments

For the Test Year Ended September 30, 2005

_T_Accumulated Depreciation

30 CWS proposestoadjustacoJrnu_teddepredation_lng
e_m_tod p{ardaddltlansend reftremer=ts. ORS proposes to
Bdjusl aEc_ro.u_a_d depte_aiJo_for the depredation
expense adjus_nt of($45,172} _d re_gs from
Octqber 1, 2005 - J_Jn_2006 tot $265,153 whichthe'tides
$223.473 for OeNer__ _ _¢'m_nLs and$41.680 for
_tlremenl of a _ project.

Per ORS

per CW$

IU) CashWotMno C_PI_

31 CWS and ORS propose to a_! C-_sftWc_klngC._p_I
after _ocou_Vng ar_ pro retinaa_'}ustments SeeAUdit
ExP_b_tSGS. B_

Per ORS

Per CWS

Contributions tn Nd of Construct_n

32 C_RSproposesto Bd_ustIhe ClAC to reflectthe B_t_n
at September 30. 2005

Per ORS

Per CWS

33 ORS proposestoadjust InterestonCustomerDeposits
using the balance _1September 30. 2005.

Per ORS

pe_CWS

34 ORS and CWS I:¢obaseto _just thlamst ondebt U_ng a
59.10% ! 4090,% debt / equityra_,o_nd _a6.42% costof
debt. ORS proposesto c_rnp_te_I_,va _ o _tsrest expense
a_eraccoun_ngand We fom_aeo_us_mentsSee Auo"_
Ext'c_tSGS -e.

Combined Water Sewer

$ s $

2t9_981 117_e89 1(]1.992

2"25_514 149,168 76.346

22_EOt 6.650 13.945

. 35T4_0 13.581 21.899

2,120 329 1,79t

0 0 0

e e o

Per ORS , 111,976 16t144 95_8,32

Per CW$ 137,462 25_2 112,100

Dorchester County TransfQr • KfnQ's Grant, Teal on the As hle_y_ndd Planl;afion Ridqe Subdivisions

Revenue

ORS proposestorernoyeservicerevenues

PareRS (331.417) (1_269) (319.148)

Per CWS 0 0 0

36 ORS progose_toremov_ misceIlaneous _evenues.

Per ORS (10.764) (474} {10,2_)

Pu CW_ 0 0 0

-i5-



Audit Exhibit SOS'

Caroltna Water Sorvlce, Inc.
Explanation ot Accounting and Pro Forms Ad)us(ments

For the Test Year Ended September 30, 2005

esc o Combined Water
$

Sewer

37 CRs proposes to adjust uncogecstxs revenue to mtkxd the
removal of revenues.

PBI ORS

Per CWS

~7~ra fgtt Revartues (T11~par 0 339,332 12,839

2.745

326,693

38 ORS proposes lo remove per book maintenance expenses

Per ORS

Per CWS

(123,130) (6,126) (113,004)

39 ORS protmaes lo rmnove Operate'a aemrtes

Per ORS

Per CWS

40 ORS prpposea lo remove Expanses Charged lo Plant fer

Opera lors salaries

(40.451) {1,780) (38,671)

Per ORS

Per CWS

~rt tn en~ance Ex an~s72 -P r()60

1,789

181 792

79 1,710

0 0

6 827 154.965

41 ORS proposes lo mmove per book general expenses

Per ORS

Psr CWS

(3,242) (10) (3+32)

42 ORS Ixofx aea lo I'ernovs (Xfrce aeterna

Per ORS

Per CWS

43 ORS proposoa to remcrrs pensions and benefits lor

opmatma snd otfrce smrm)em

Per ORS

Per CWS

0,939) (349)

(3N)

0,590)

(8.161)

44 ORs proposes lo remove wsc expenses asocaled from cm
cmporate of3cs

Per ORS

Psr CWS

(18,750) (II25) (17.925)

Eeercds~gkcae

45 ORS proposes to remove depreciaeon expsnm

Per ORS

Psr CWS

1.2go 22.033

0 0 0

-16-

Carolina Water Service, fn¢.

Explanation of Accounting and Pro Forma Adjustments

For the Test Year Ended September 30, 2005

37 ORS prope.ses te _ust ur_x)#_;_'c_e _ to tePe_ the
removal of revenues.

per ORS

Per CWS

Tpia) Ol_eratfng Revenues _ _PetPe___

_(2J Maintenance E_oenses

38 ORS _ to remove pet book maintenance expect=_s

Per ORS

Pet CW8

39 ORS proposes b _ Operetefs salaries.

Per ORS

PerCWS

40 ORS pmpeses to remove Expenses Charged to Plant for
Ope4-atot's ssla,des

Per ORS

Per CWS

To_a! I_[ntenanee Expenses [Y2_ - Per Q_

41 OR8 pros to ren_ove pet book generat e:,_enses

per ORS

P_r C'W8

42 ORS proposes to ee_ Ofrfce sa[a_es

Per ORS

Per CW8

43 ORS proposes to rern_e pensions and benefits _or
operates and efl_ce emFtoy_es

Pet ORS

per CW$

44 ORS pzopeses [o remove WSC expenses aB_3aled flora the

corporate effl,ca

Pet ORS

Per CWS

Tptal General Expenses - (_'33J_:Pgr

Depf#c_alion ExE)enSe

45 ORS p_opose6 to remove depreciation expense

Per ORS

Pe¢ CWS

Audit Exhibit SGS-4

Combined Water Sewer

$ $ $

_849 1_ 2,7_

0 0 e

(J23,130) (5,t26) )118,004)

0 0 0

(40,45_) (1,780) (38,671)

0 e o

1,789 79 1.710

O e 0

-- (161,792) (6,827) (154.9_5_

(3.242) t10) (3,232)

O 0 0

(7,e3e) (349) (7,sgo)

o o rj

(8.537) (376) (8.161)

D G O

(18,750) (825} (17,925}

O O O

0 0 0

-t6-



Audit Exhibit SOS'

Carolina Water Service, inc.
Explanation of Account)nb and Pro Forms Adjustments

For ths Test Year Ended September 30, 2005

~Dose jdti00

(76) Takm f)ther~le
46 ORS Reposes lo ramous per bosk pmpenr taxes.

Combined Wator
5 5

Sewer
5

Per ORS

Psr CWS

(7,185) (1,933) (5,232)

47 ORS proposes to mrrtova p8pos t8xss for tha wages
sssodaled operators and office emplormu

Psr ORS

Psr CWS

48 ORS proposm lo remove gross receipts faxes

Per ORS

Per CIVS

(4,045)

(3,850)

{180)

(143)

(3,915)

(3,707)

Total 'fauve other titan Inness -P~R

ffp) ~ns
49 ORS proposes to slxrrr Iho Income tex effects of the

proposed trarrsfrrr

Per ORS

Per CWS

Ml StnodLxct~olltrhe~cPJSS)glkSdtukiid

50 ORS paposes to remove the amorlhallon for itw psr book
pvrchass acouisit'on adjustment

P or ORS

Per CWS

IY8) Aatgrhst C~ldl~d~s~clA
51 CRs proposes to remove the per book smmraafmn ot

CIAC

le iio 2 256 12.854

2,441 616 I 925

0 0 0

32 854 305 33 169

0 0 0

Per ORS

Per CWS

f7eJ ~mr gum(0

52 ORS proposes to r@nov8 gm custom sf grovnll rxtmponent

assoda tsf wflb the proposed transfer. The computation is
shown In Aude Exhbk SGS —7

23 9 581

Psr ORS

Per CWS

6 243

0 0

-17-
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Carolina Water $ery|ce, Irm,

Explanation of Accounting and Pro Forma Adjustments

For the Test Year Ended September 30, 2005

Audit Exhibit SG8-4

46 ORS proposes to remove per book p4_pedy taxes.

Per ORS

puCWS

47 ORS propo_s_s to remove peymll taxes for the wages
assodatnd 0perukes and o_ env_

Per ORS

P_r CWS

48 ORS Wopeses to mtn_ve _-oss reco_pta taxes

Per ORS

Pet CWS

Tolat Ta;<eF OtherThan Income fY5} - P_L__R_

40 OR8 proposes lo sh_,v _ _ tax effects of the
proposed tre_sfef_

Pe_ ORS

Per CW8

50 ORS Froposes to ren_vo th_ amodlz_ttan forthe per b0ok

pJmhas_ _quis ff;c_ ad]ustmenL

Per ORS

POl CWS

5_ ORS prop_es to remove the per book emodizaf_n of

C_C

Po_ ORS

Pe_ CWS

52 ORS proposes to remov_ the c_stom e_ 9n_,v_h compon_t
as._oc._tod v_th _ _opesed tr_.nsfer. The computation Is
shown in Audll Exle'bl_SGS .. 7

Per ORS

Pex CWS

Combined Water Sewer

$ $ $

(7,1e5) (t,933) (5,232)

o 0 ff

(4,095) (180) (3,015)

0 0 0

(3,850) (1,1.3) (3,707)

0 0 o

__ Oe,llo 1 (_,ff,_) _12,s.._4)

(32_854) 305 (33_159)

0 0 0

-- 2,441 516 1 925

0 ff 0

9,604 23 9_581

249

0 0 0

-17-



Audit Exhibit SOS'

Carolina Water Service, tnc.
Explanallon of Accounting and Pro Forms Ad)ustmenfs

For the Test Year Ended September 30, 2005

Desert t on Combined Waler
3 3

Sewer

53 DRs proposes fo Am%vs plara IA ssi«co O6 of JOAr! 20M

Per ORS

Per CWS

t,468,852

0 0

54 ORS proposes lo remove accumulator depredaaon as of
June 2006

Pw ORS

Par CWS

181 531 3,395 173,136

0 0 0

55 ORS proposes to remeve cash»oddne csphal assodatod
«im Ihs proposed transfer see Audit ESNbit sus .8

Per ORS

PWCWS

25 033 I 048 23.985

0 0

VJJte $~erattg~st 0 s

56 ORS pmposes to remmo Ihs WSC rafa base sssodatsd
»eh aw fnopossd IIOAsku.

Per ORS

Psr CWS

4,384 1,679 2,705

0 0 0

tftg n C s c Ct

57 ORS pmposss lo mmove fhe per bonk nst CIAC assocfated
»ilh fha poposed Irene far.

Psr ORS

Psr CWS

540 7 1,958 538,279

~5 Etc~of la fkddustttp~

58 ORS proposes to fsmov8 ths per book rmf PAA eanode ted
wah Iha proposed transfer

Per ORS

Per CWS

91.517 18.663 73,164

0 0 0

1726f EccamptsscftgaLafrseccfaaTekca

59 ORS proposes to remove Ihe per book Accumulated
Deferrmf Income Texas ss of September 30, 2005
sssodsted wflh the proposed trensrer.

Per ORS

Per CWS

if itt gmtumer ~ue

60 ORS proposes lo remove em par book Customer Deposes
sssodsfed wilh ths proposed transfer

63,333 4,725

Psr ORS

Per CWS

1,208

0 0 0

-18-

Carolina Water Sewlce, Inc.

Explanation of Accounting and Pro Forma AdjUstments

For the Test Year Ended September 30, 2005

Audit Exhibff SGS-4

53 ors p:oposos_ _4now plant Inser/,ce as of Ju_e 2006

per ORS

Per CWS

Accumulated DegrecPallon

54 ORS p_poses to removeaccun_tcd depcedal_.*las of
Jun_2006

Per ORS

Per CWS

55 ORS poposes to _move c_sh wed_ngc_p_alassociated
v,ith U-,eprcgos_ transfer _¢e Au_l Ex_ISG$ - 8

po_ ORS

p_r CWS

Y_p_qe Corporation _VSC}. _ate B_sQ

56 ORS proposestor_m_,'e Ih_ WSC rate base asso_ated
v,Qh u_epf_ _nsk_r.

Pe_ORS

P_ cWS

1_14_ Contrlb_Uons In Nd of Construction fCt_C_

57 ORS p_es Io remove the perbooknet C_C assodat_
v,i_ the Woposedtransfe.r.

PecORS

PerCW5

58 ORS ptoFo.sestoremove the per book netP_ assodate_
w_thtP,e pmpo_edtrans_e_

Per ORS

porCWS

F/J_ _ a e e

59 OR_ Wc_T.=_sto fem_v_ the pa_book Acc_rnu_ak_d
Defened IP_omeTaxes _s of Septemt_" 30, 2005
_s_c<_etedw_ththe Woposed ttansFea

Per ORS

Per CWS

60 ORS proposesto rernevo the perbook CustomerDeposits
assodated _lh the_opo_ ed transf_

per ORS

pe_CWS

Combined Water Sewer

$ $ $

1 554,8_1 86.009 1468,852

0 0_

18t,531 8,395 17S.I_

0 0 0

__ (_,o33) (t+e4o) (_s.o_)

o o o

__) 0 070) (27os_

--_. 0 0_

540 7 1.958 538,279

0 0_

91,817 18.663 73,154

63,333 4.725 58,_

O 0_

o e o

-18-



Carottna Water Serujce, inc.
Exptanatfon of Accoungng and Pro Forms Adjustmenta

For the Test Year Ended September 30, 2005

Audit Exhjbjt SGS-4

~Deacrf tl n

IY161 ~imstgxgxuae

61 CRs p oposes to adjust Interest expense for Ihe egeus of
lheproposed Irsns(sr

Per ORS

Per CWS

26,793 2,041 24,762

0 0 0

Combined Water Sewer
S 3 3

Lylgfnfauugggeyenuees ~ roooeaddlcre xe

62 ORS and CyfS propose lo adjust opersbng revenues for the
proposed Increase per Ihs ssltlemenf agrsemenl between
ORS end CWS

per Seulement Agreemenl

Per CWS

478 215 146,129 332.086

966265 196,713 769552

jA~A Rube~el ggbje Soiufa~dursad~n~raa

63 ORS snd CWS proposo Io adjust Uncogectrbls Accounls
expense for the fxoposed revenue usltg an unccsectibb
rateof 85'/ fortvaler and 86%forsoxer

Psr Selgomeni Agnmnont

Per CWS

4,098

8,285 1,666 6.618

1242 2,856

gN2Taysm~er 7 «n fncpms grogga6dDac~rea

64 CRs and cvfs propose to adjust ubyariromnrosron lax and
gross receipts taxes for Ihe proposed revenue using a iactor
ol.011254 f 0082524 for utility/commiss!cn and 003
depanment for revenue gross teceipls)

Psr Ssulemsnl Agresmant

Per CVrS

lncj fnmme Tmes -Frgggssd Iacramg

05 CWS records income taxes usirtg current tax rates on
calculated taxable income ORS proposes lo computo
mcome taxes after Ihe proposed increase

538t

10,854

1,644

22'10

3,737

Psr Settlement Agmanmnt

Psr CWS

fAAD Cuslom~egfgy~n

66 ORS proposes to adust customer growls lor dm effect of Ihe
proposed increase ORS used Ihe btmt cusfomers
numbers as of May 2006 plant eddiiions have been
included fhrough June 2006 Ses Augt Sxhib'I SGS -7

179,292 &1.790

557,390 137,599

124,602

419,491

Per Seluement Agreemsnt

Psr CWS

977 354 623

0 0

-19-
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Carolina Water Service, lnc,

Explanation of Accounting and Pro Forma Adjustments

For the Test Year Ended September 30, 2005

61 ORS p_oFoses to ao_ust [nlerest expense for the effects of
th_ ptopesed t_nsfer

Per ORS

Per CWS

62 ORS and CWS propose to adjust opera_ng revenues for the
proposcd _lQ'ease per lhe setlJemsnt agree_nl be_c.,ean
ORS en_ CW$

Per £etlJement Agreeraenl

Per CWS

63 ORS t3n_ CWS propose to adjust Uncc41ec_ible Ac,counls

expense t_ the p_oposed revenue us_g an uncs_Jectlb_
tare of 85% for water and 86% fo_se_._r

Per Sefllernent Agreement

Per CWS

64 ORS and CWS propose to adjust ut_T,tyloommL_ sJon_ax and
g_oss receipts taxes _ the pc, posed revenue using a tacto_

of .011254 ( 0082524 fo_utititylcommiss!_ and 003
depa_mm_t for reveaue _oss receipls)

Per Settfe4nent Agreement

Per CWS

65 CWS _¢¢otds income taxes us;ng cuffeof tax rates co
catcutated taxable Income ORS proposes to compute
income taxes after the proposed iacrea_e

Per Sett_.rnent Agreament

Per CW$

6g ORS proposes to ad;_st co slon_'_r _Owlh/or the eff¢'_ of the

proposed i¢_4"ease ORS used the L_test cus_mers
numbers as of May 28_6 Plant ad_tioas have been
included Ihrou_h June 2006 See Aunt ExbJt4t SGS -7

Pet Setgernent Aoteamer4

Pe_ CWS

Combined Water Sewer

$ $ $

0 0 0

478,_15 14B,129 332,0_6

£66,265 1_8,713 7691552

(&2&=,) {t,_6) . (e,e_e)

5,38t 1,644 3,737

10,854 2,210 8,644

557,390 137,899 4;9,491

977 3,54 623

0 0 0
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Caro6na Water Service, Inc.
Depreciation and Amortization Expense Adjustment

Tost Year Ended September 30, 2005

AUDIT EXHIBIT SGS4

~Co blnsd
$

39,009,799

Water
$

12,144,562

Sewer
$

26,865437

ADD:
Pro Forms Projects, Capitalized

Time, and General Ledger Additions
and Retirements

LESS:
Organization Expense @June 2006
Land@ June2006
Vehicles@ June 2006
Computes @ June 2006

Depreciable Utglty Plant

Utility Plant Depredation IN 1.5%
(66 57 years)

Vehidss @ June 2006
Less: Fu8y Depreciated Vehicles
Depreciable Vshirjes

Vehide Depreciation 25%
(4 years&

Computers @ June 2006
Less: Fully Depreciated Computers
Depreciable Computers

2,704,777

111,594
291,237
457,531
62,602

40,791,612

611,874

457,531
~80~897
376,634

94,159

25,517

298,493 2,406,284

11,980,871 28,810,741

175,234 282,297

144,260 232,384

23,977 38,625

9,773 15,744

82,784 28,810
180,189 111,048
175,234 282,297
23 977 38 625

Compulers Dspreciafion @25%
(4 years)

WSC Allocated Dspreda6on

Reglonaf Office A8ocaf ion Depreciation

Amortiza8on of Excess Book Value

Total Depreciation

Less; Per Books Depreciation

ORS Adjustment

Company's Adjustment

652,759

104,609

2,443

~219525

15448

3 936

433,234

52,024

89 361

Contributions in Aid of Construction
CIAO @9 30-2005

Amortizabon %

Amor6zation Amount

Per Book Amount

ORS Adjustment

Company's Adjustmenl

(17,462,852)

(261,943)

+259~823

22,519
.20-

(5,145,343)

1.50%

(77,160)

12,205

(12,317,519)

(184,763)

~182~972

10,314

Carolina Water 8ervico, In¢,

Depreciation and Amortization Expense Adjustment

Test Year Ended September 30, 2005

Gross Plant @_

ADD;

Pro F_-rrra Projects, Cap_taltznd

Time, and General Ledger Addffions

and Retirements

LESS:

Organization Expense @ June 2006

Land @ Jone2006

Vehicles @ June 2006

Compute,-s @ June 2006

Depreclable Utility Plant

Ulility Plant Depredation @ 1.5%

(66 67 years)

Vehicles @ June 2006

Less: Fully Depreciated Vehtcles

Depreclable Vehicles

Vehicle Depreciation @ 25%

(4 years)

AUDIT EXHIBIT SGS-5

Water Sewer
$ $ $

39,009,799 12,144,562 26,865,237

2,704,7?7 298.493 2,406`284

111,594 82,784 20,810

29t,2:37 180,189 111,048

457,531 175`234 282,297

62,602 23,977. 38,625

40,701,612 11,980,871 28,810,741

61t,074 179 713 432 161

457,531 175,234 282,297

....... _ 89=__ ....... _ ........ _I3).
376,634 144,250 232,384

94,159 36.,._._==========_=_ 58096

Computers @ June 2006

Less; FuUy Depresialed Computers

Depreclable Computers

Computers Depreciation @ 25%

(4 years)

WSC Allocated Depreclatton

Regional Office Allocation Oeprectstron

Amortlzalion of Excess BOOk Vaioe

Total Depreciation

Less: Per Books Depreciation

ORS Adjustment

Company's Adjustment

Contributions In Ald of Construction

CIAC @ 9.30_2005

Amortization %

Amortization Amount

Per Book Amount

ORS Adjustment

Company's Adjustment

62,_2 23,9,,? 38,625

26,017 9,773 15,744

63=_==79 2t443 3 936

15 928 6,160 9 828

, (t,340t (613) (02?)

697 931 212,673 485 268

652,759 219_525 433,234

45 t72 (6,852) 52,024

104,609 _ 16,248 89f361

(17,462,862) (5,145,343} (12,317,519)

1,50% 1,50% t .50%

(261,943) (77,180) (184,763)

____ 2_.9_ .... _ .... _B2,o_2j.

22519 12,205 10,314
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Audit Exhibit SGS-6
2of2

Operating Revenue As Adjusted

Operating Expenses As Adjusled

For

Carolina Water Service, Inc.
Computation of Income Taxes

the Test Year Ended September 30, 2005
As~Ad usted - Present

Combined Water

$ $
6,378,480 1,944,237
5,092,921 1,538,972

Sewer

$
4,434,243
3,553,949

Net Operating income Before Taxes
Less: Annualized Interest Expense

1,285,559
667,120

405.265
166,791

880,294
500,32S

Taxable Income - State
State Income Taxes 5'/0

618,439
30,922

238,474
11,924

37S,S65
18,996

Taxable Income - Federal
Federal Income Taxes @35'/0

587,517
205,631

226,550
79,293

360,967
126,338

Total State and Federal Income Taxes 236,553

Less: Income Taxes After Acct. & Pro Forms Adjs. 2692407

91,217

90,912

145,336

178,495

Adjustment 32,854 305 ~25 5

Opemting Revenue After Proposed increase
Operating Expenses After Proposed Increase

Net Operating Income Before Taxes
Less: Annualized Interest Expense

Taxable Income - State
Stats Income Taxes @5'k

Taxable Income - Federal
Federal Taxes @35'/9

Total State and Federal Income Taxes

Less: Income Taxes As Adjusted -Present

Adjustment

Combined
~D

3

6,852,597
5.098,302

1,754,295
667,120

1,087,175
54,359

1,032,816
361,486

415,845

236,553

29292,

After P~ro osed Increase

Water

2,089,124
1,540,616

548,508
166,791

381.717
19,086

362,631
126,921

146,007

91,217

54.790

Sewer
~oerations

$

4,763,473
3~557 686

1,205,787
500,329

705,458
352273

670,185
234,565

269,838

145,336

.502
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Audit Exhibit SGS-6

2 of 2

Operating Revenue As Adjusted

Operating Expenses As Adjusted

Carolina Water Service, Inc.

Computation of Income Taxes
For the Test Year Ended September 30, 2005

As Adjusted - Present
Combined Water

__ O_eratlons _. O0Perattons
$ $

6,378,480 1,944,237

5,092.921 1,538,972

Sewer

..... Operations

$

4,434,243

3,553,949

Net Operating Income Before Taxes

Less: Annualized interest Expense

1,205,559 405,265

687,I20 .... 166...._,791__

880,294

500,329

379,965

18,998

360,987

126,338

Taxable income - State

State Income Taxes @ 5%

618,439

30,922

238,474

11.924

226,550

..... 79 29__3

91,217

........ __o,_1!

305

Taxable Income _ Federal

Federal Income Taxes @ 35%

587,517

205,631

Total State and Federal Income Taxes

Less: Income Taxes After Acct. & Pro Forms Adjs.

Adjustment

236,553

2694£__

r ( 32,854 )

___ 14533_.___6

....... E_8_4.9_._5

Operating Revenue After Proposed Increase
Operating Expenses After Proposed Increase

Net OperatJng Income Before Taxes

Less: Annualized Interest Expense

Taxable Income - State

State Income "Taxes @ 5%

]_axable Income - Federal

Federal Taxes @ 35%

Total State and Federal income Taxes

Less: Income Taxes As Adjusted -Prasent

Adjustment

After Proposed Increase

Combined

OO_0eratlons
$

Water

Operations
$

Sewer

...._ Operations
$

6,852,597
5,098,302

1,754,295
667,120

1,087,175

54,359

2,089,124

..... _5_6

548,508

166,791

381,717

19,086

4,763,473

_.3_.

1,205,787
500,329

705,458 ,
35,273

1,032,816
361,486

362,631
126,921

670,185
234,565

415,845 146,007 269,638

236,553

179,292

91,217.,

54790

......Ij5__6

124,502
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Carolina Water Service, Inc.
Customer Growth Computation

Test Year Ended September 30, 2005

Audit Exhibit SGS-7

Combined Operations:

Descrjlltion

Water Customer Growlh

Sewer Customer Growth

(3) (4)

As
Adjusted
Present

$
1,256

Effect of
Proposed
Increase

$
354

2,521 243 2,278 623

(1) (2)
After

Accounting & Dorchester
Pro Forms County

Ajdustments Transfer
$

1,262

(5)

After
Increase

$
1,610

2,901

Combined Customer Growth 3,783 249 3,534 977 4,511

Number of Customers:
Beginning 19,026 Formula:
Ending 19,158 Ending - Average = 66
Average 19,092 Average 19,092

0.35%

Water~Oerations:

Net Operating Income

Growth Factor

Customer Growth

315,598

0.40'/o

1,262

0.40% 0 40%

(6 1,256

(1,550) 314,048 88,453 402,501

0 40o/ 0 40%

354 1,610

Number of Customers:
Beginning 7,226 Formula:
Ending 444 ,2 dl g-A g = 25 = 5.4llO
Average 7,255 A 2 2.255

Sewsr~Oerations:

Net Operating Income

Growth Factor

Customer Growth

0.31% 0.31% 0,31'/5 0,31% 0.31%

2,521 243 2,278 623 2,901

813,238 (78,280) 734,958 200,991 935,949

Number of Customers:
Beginning 11,800
Ending 11,874
Average 11,837

Formula:
Ending - Average = 37

Average 11,837
0.31%

Note: Combined Customer Grovrth equals Water plus Sewer Customer Growth
Beginning Customers O 10l01l2004
Ending Customers I 5l31l2006
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Carolina Water Service, Inc.

Customer Growth Computation

Test Year Ended September 30, 2005

Audit Exhibit SGS-7

Combined OpeFat!ons:

Description

Water Cuslomer Growth

Sewer Customer Growth

Combined Customer Growth

(1) (2) (3)
After

Accounting & Dorchester As

Pro Forma County Adjusted

Ad_tments Transfer Present
$ $ $

1,262 (6) 1,256

2,521 (243) 2,278

3,783 (249) :3,534

(4) (5)

Effect of

Proposed After
Increase Increase

$ $
354 1,610

623 2,901

977 4,511

Number of Customers:

Beginning 19,026 Formula:

Ending t9,158 Ending .. Average

Average 19,092 Average

= 66 = 0.35%

19,092

Water Operations:

Net Operating Income 3t5,598 (1,550) 314,048 88,453 402,501

Growth Factor 0.40% 0.40% 0A0% 0.40% 0A0%

Customer Growth 1,262 (6) 1,256 354 1,610

Number of Customers:

Beginning 7,226 Formula:

Ending 7,284 Ending - Average = 29 = 0.40%

Average 7,255 Average 7,255

Sewer Operations:

Net Operating Income 813,238 (78,280) 734,958 200,991 935,949

Growth Factor 0.31% 0.31% 0.31% 0,31% 0.31%

Customer Growth 2,521 (243) 2,278 623 2,901

Number of Customers:

Beginning 11,800 Formula:

Ending 11,874 Ending - Average = 37 = 0,31%

Average 11,837 Average 11,837

Note: Combined Customer Growth equals Water plus Sewer Customer Growth
Beginning Customers @ 10/0112004

Ending Customers @ 5/31/2006
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Audit Exhibit SGSW

Carolina Water Service, inc.
Cash Working Capital Allowance

For the Test Year Ended September 30, 2005

After Accountinct and P o Fo a Ad ustments

Maintenance - After Accounting and Pro Forms Adjs.
General - After Accounting and Pro Forms Adjs.

$
689,723
424,S01

$
2,9S5,142
1,109,406

Combined Water
~Oeratlons ~Oerattons

Sewer
~Oerations

$
2,305,419

684,505

Total Expenses for Computation

Allowable Rate

Computed Cash Working Capital - After Accounting
and Pro Forms Adjs.
Cash Working Capital - Per Books

Cash Working Capital Adjustment - ORS

Cash Working Capital Adjustment - CWS

4,104,548

12.50%

513,069

490,466

22,601

35,480

1,1 14,624

12.50%

139,328

130,672

8,656

13,581

2,S89,924

12.50%

373,741

35S,796

13,945

21,899

As~Ad'usted - Present
$

Combined
Operations

$
Water

~Oeratlons

$
Sewer

Operations

Maintenance - As Adjusted Present
General - As Adjusted Present

Total Expenses for Computation

Allowable Rate

Computed Cash Working Capital ~ As Adj. Present

Computed Cash Working Capifal - As Adjusted

Cash Working Capital Adjustment -ORS

2,833,350
1,070,938

3,904.288

12.50%

682,896
423,341

2,150,454
647,597

1,106,237 2,798,051

12.50% 12.50%

488,036 138,280 349,756

513,069 139,326 3?3,741

~6, 33 ~1,D4S ~23,985
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Carolina Water Service, Inc.

Cash Working Capital Allowance
For the Test Year Ended September 30, 2005

Audit Exhibit SGS-8

A.._fterAccou______n.tln.q and Pro Forrna Adjustments

Maintenance - After Accounting a1_d Pro Forma Adjs.

General - After Accounting and Pro Ferma Adjs.

Total Expenses for Computation

Combined Water Sewer

.... Operations Operations Operations
$ $ $

2,995,142 689,723 2,305,419

____1z109,406 - 424,901_ 584,505_

4,104,548 1,114,624 2,989,924

Allowable Rate 12,50% 12.50% 12.50%

Computed Cash Working Capital - After Accounting

and Pro Forma Adjs.

Cash Working Capital - Per Books

Cash Wm_lng Capital Adjustment - ORS

Cash Working Capital Adjustment .. CWS

513,069 139,328 373,741

.... 490,468__ ..... 13_006722 ........ 350,796

22,601 8,656 13,945

35,480 13,581 21,809

............................................. 7,;-_; i_'d-:F_'_-_'.T-..........................................

Malnlenance - As Adjusted Present

General .. As Adjusted Present

Total Expenses for Computation

Allowable Rate

Computed Cash Working Capital - As Adj. Present

Computed Cash Working Capital - As Adjusted

Cash Working Capital Adjustment - ORS

$ $ $
Combined Water Sawer

..... Operations _ __tlons Operations

2.a33,350 552,590 2,150,4r_

3,904,288 1,106,237 2,795,051

12.50% 12.50% 12.50%

488,036 138,280 349,756

513 069 ......... t3_99328 373,741

(25,033), , (1,048) (23935)
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Audit Exhibit SGS-t0

Carolina Water Service, inc.
income Statement

Test Year Ended September 30, 2005

Combined

8
Water Sewer

Service Revenues - Water
Service Revenues-Sewer
Miscellaneous Revenues
Uncoltectlblo Accounts~i*

Maintenance~Ex en es
Salaries snd Wages
Purchased Power
Purchased Sewer & Water
Maintenance snd Repair
Maintenance Testing
Meter Reading
Chemicals
Transportation
Operating Exp. Charged to Plant
Outside Services - Other

Total

Gener~at x enses
Salaries and Wages
Offlce Supplies & Other Oftice Exp.
Regulatory Commission Exp.
Penston & Other Benefits
Rent
Insurance
Office Utilities
Miscellaneous

Total

Depredation
Taxes Other Than Income
Income Taxes - Fedeml
Income Taxes - Stats
Amortization of ITC
Amortization of PAA
Amorlizalion of CIAO

TotalIll.m "

Net~Oeratln tnconte

Interest During Construction
interest on Debt

Net Income

1,887,158
4,096,970

114,816
51 219

6,047,125

109,832
440,595
208,583

1,398,123
55,346
46,667

241,020
80,815

(346,115}
126,608

2,961,474

297,112
186,720
23,117

1 79,479
4,567

156,268
69,065
45,880

962,268

652,159
1,286,132

46,978
{27,814}

(8,852)
{12,302)
259 823

1,677,878

5,B01~420

446,305

(6,624)
1,164,394

711,465

1,887,158
0

33,513

1~904 751

211,868
77,685
85,29T

144,661
11,455
46,66'1

92,311
30,952

{132,562)

676,629

113,617
T1,514

8,854
66,740
t,749

59,851
26,452
17,5T2

366,549

219,525
488,236

14,651
(8,878)
(2,644)
(5,188)

629~051

1,674,435

230,316

(1,9T9)
347,633

115,338

0
4,096,970

81,243
35.239

4,142,974

437,966
362,910
123286

1,253,456
43,891

0
146,709
49,863

(213,553)
78,117

2,284,645

183,355
115,206

14,263
110,139

2,818
96,41T
42,613
28,308

593,719

433,234
798,496
32,321

(19,136)
(6,208}
(T,t14}

~182ig~/2
1,048,621

3,926,985

215,989

(4,645)
816,T61

(596.127

-26-

Carolina Water Service, Inc.

Income Statement

Test Year Ended September 30, 2005

Operating Reyenuas
Service Revenues - Water
Servlce Revenues - Sawer
Miscellaneous Revenues
UnceitecUblo Accounts

Total Operating Revenue_

Audit Exhibit SGS-10

Combined Water Sewer
$ $ $

1,887,158 1,887,158 O
4,096,970 0 4,096,970

114,816 33,573 8t,243

6,047,72t__ ____9_._Z.__76_ _. 4 t42,g___7__..

Maintenance Expenses
Salades and Wages 709,832 271,866 437,966
Purchased Power 440,595 77,685 362,910
Purchased Sewer & Water 208,583 85,297 123,286
Maintenance and Repair 1,398,123 t44,667 1,253,456
Maintenance TesUng 55,346 11,455 43,89t
Meter Reading 46,667 46,667 O
Chemicals 241,020 92,311 148,709

Trenspodatlon 80,815 30,962 49,863
OperaUng Exp, Charged to Plant (346,115) (132,562) (213,553)
Outside Services - Other 126,608 _- 48._491 78,t17

_Total 2,061,474 ..... 676,62__._9_ 2 ,284,645

General Expenses
Satadea end Wages 297,172 113,817 t83,355
Office Supplies & Other Office Exp. 186,720 71,5t 4 115,206
Regulatory Commission Exp. 23,117 8,854 14,263
Pension & Other Benefits 179,479 68,740 110,739
Rent 4,567 1,749 2,818
Insurance 156,268 59,851 96,417
Office UUlities 69,065 26,452 42,613
Miscellaneous 45,880 17,572 28,308

Tote.._] 962,268 366,549 593,719

Depreciation 652,789 219,525 433,234
Taxes etherThen Income 1,286,732 488,236 798,496
Income Taxes - Federal 46,978 14,657 32,321
Income Taxes - State (27,814) (8,678) (19,136)

Amortization of ITC (8,852) (2,644) (6,208)
Amortization of PAP, (12,302) (5,188) (7,114)
Amerltzafion of CIAC __ 2(_82L_ _ _____ ___,97_

Total ---- 1 677,6._78_ .... 629,057 ....... 1048,6__21

Total Operatfng Expenses 5 601_420 . t,674,435 3,926,985

Net Operating Income 446,305 ..... 230 3166_ 215,989

Interest Dudng Construction (6,624) (1,979) (4,645)

Interest on Debt 1,164,394 ..... 347,633 816,761.._

N_| Ipcem_ _ _ (596,127)
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Audit Exhibit SOS-t 1

Plant ln Service
Water
Sewer

Assets

Total

Carolina Water Service, inc.
Balance Sheet

September 30, 2005

12,144,562
26,865,237

39,009,799

Accumulated Depreciation - Water
Accumulated Depredation - Sewer

Total
Net UIINy Plant

Plant Acquisition Adjustmenf - Water
Plant Acquisition Adjuslmenl- Sower

Total

Constructbn Work In Prooess - Water
Conslrudion Work fn Process - Sewer

Total

Current Assets
Cash
Accounts Receivable - Nst
Other Current Assets

Total

Deferred Charges

(2,048,443)
~3r1~62,029

(210,851)
~256,490

64,597
864,675

958,545
1,006,336
~33801

ots Assets

~5,210,47+2

33,799,327

(467,341)

919,272

1,996,682

~384 427

Lfiablfilf s snddDfh~s Crerl its

Capital Stock and Retained Earnings
Common Stock and Paid in Capital
Retained Earnings

Total

Current snd Accrued Liabilities

Accounts Payabfs - Trade
Taxes Accrued
Customer Deposits
Customer Deposks- fnterest
A/P - Associated Companies

Total

6,841,994
6,565,013

181215
565,445
205,402
251,453

4,754,256

13,407,007

5,957.771

Advances tn Aid of Conslrudlon
Water
Sewer

Total

800
800

1,600

Contribugons In Afd of Conseuclion
Water
Sewer

Total

Accumulated Deferred Income Tax
unamomzed NC
Deferred Tax - Federal
Deferred Tax - Stale

Total "~*'

4,535,743
10,675,688

280,860
1,846,126

~92,428

15,211,431

2,034,558
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Audit Exhibit SGS-11

Assets
Plant tn Service

Water

SeWer

Total

Accumulated Depredagon. Waler

Accumulated Depledatlon - Sewer

Total

Net Utt_y Plant

Plant Acqulsi_on Adjustment - Water

plant Acquislt_on Adjustment - Sewer

Total

Carolina Water Service, Inc.

Balance Sheet

September 30, 2005

$ $

12,144,562

26,555,237
39.009.799

(2.048.443)

(210,851)

Consbuctlon Work In Process _Water

Conalructlon Work In Process * Sewer

Total

54.597

.--.664,67____.5

Current ,_sets

Cash

Accounts Receivable- Net

Other Current Assets

Total

956,545

1,006,336

_. 33,8o!.

Deferred Charges

_and Othe_r_

Ca pltal Stock and Retained Earnlags

Common Stock and paid In Capital

Retsined Earnings
Total

6,841,994
6,565,013

Cor_ent and Accrued Lla billties

Accounts Payable- Tred_
Taxes Acc_eed

Customer t_epos|ts

Customer Deposits. Interest

- Associated Companies
Total

181.215

565,445

205,402

251,453

4,754,25_

Advance.slnAJdofConstructlan
Wate_

Sewer

Total

8OO

....... 8oo...

Contributions In Aid of CensBuc,on

Water

Sewer

Total

4.535.743

10.675.688

Accumulated Deterred Income Tax

Unamodlzed tiC

Deferred Tax- Fed_f

Deferred Tax - Stsle

Total

Total Ltabtlitles and Other Credlls

280,860

1,845,'126

33.799.327

(467,341)

919.272

1,996,682

36,612,367

13,407,007

5,957,771

1,600

15.211.431

2,034.558

36.612.367
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TESTIMONY OF DAWN 18.HIPP

FOR

THK OFFICE Oli' REGULATORY STAFF

DOCKET NO. 2006-92-VVS

IN RK: CAROLINA WATER SERVICE, INC.

9 Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND

10 OCCUPATION.

11 A. Ivly name is Dawn M. Hipp. My business address is 1441 Main Street, Suite 300,

12 Columbia, South ('.arolina 29201, I mn employed by the state of South Carolina as

13 a Program Specialist in the Water/Wastewater Depaitment for the Office of

14 Regulatory Staff (nORS").

15 Q. PLEASE STATE YOUR EDUCATIOivlAI BACKGROUND AND

16 EXPERIENCE,

17 A. I am a 1992 graduate of' Moorhead State University where I earned a B.S, in

18

19

21

22

23

Political Science. I have over eight years of experience in hazardous ivastc

regulation From 1996 to 1999, I woiked for Laidlaw Fnvirorunent Seivices in

Saiikville, Wisconsin, as an accounts receivable supervisor and then as a facility

accounting supervisor f'o r Laidfatv's Government Services Division In this role, I

facilitated electronic commerce including EDI transfer of orders and ElrT

payments with customers. I also developed, implemented, and enhmiced

THE OFFICE OF REGULATORY STAFF
1441 r&tain Street, Suite 300, Columbia, SC 29201

Post Office Box 11263,Coin mbin, SC 29211
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8

9 Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND

10 OCCUPATION.

11 A. My nmne is Dawn M. Hipp. My business address is 1441 Main Slicer, Suite 300,

12 Columbia, South Carolina 29201. I mn employed by the state of South Carolina as

13 a Program Specialist in the Water/Wastewater Depaltment for the OftSce of

14 Regulatory Staff ("ORS")

15 Q. PLEASE STATE YOUR EDUCATIONAL BACKGROUND AND

16 EXPERIENCE.

17 A. I am a 1992 graduate of Ivloorhead State University where I earned a B.S, in

18 Political Science. I have over eight years of experience in hazardous waste

19 regulation From 1996 to I999, I worked tbr Laidlaw Enviromnent Services in

20 Sankville, Wisconsin, as an accmmts receivable supervisor and then as a facility

21 accounting supervisor for Laidlaw's Government Services Division In this role, I

22 facilitated electronic conmreroe including EDt transfer of orders and EF'f

23 payments with customers. I also developed, implenmuted, and enhanced

THE OFFICE OF REGULATORY STAFF

1441 Main Street, Suite 300, Columbia, SC 29201
Post Office Box 11263, Columbia, SC 2921I
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I government billing and waste tracking systems. From 1999-2003, I worked for

2 Safety-Kleen Corporation and Clean Harbors Environmental Services, Inc. in

3 Colmnbia, SC as an operations nianager in the Government Services Division In

this role, I managed the financial, operations and all regulatory aspects of field

5 offices natiomvide serving Department of Defense hazardous waste removal

6 contracts. I was accountable for the viability of 14 government contracts yielding

7 $12 million in revenue annually.

0 In September 2004, I joined ORS as the piograin Specialist for the Water and

9 IVastewater Department. I am a member of the Anicrican Water Woiks

10 Association ("AWWA") and the South Carolina Section of the American IVater

ll IVorks Association (nSC-AWWA"). In addition, I have completed the Easteni

12 National Association Regulatory Utility Commissioners (nNARUC") Utility Rate

13 School: Basics of Ratesetting and New Ivtesico State University's Center for

14 Public Utilities Workshop: Regulating Small IVater Utilities.

15 Q. WHAT IS THK PURPOSKt OF YOUR TESTIMONY IN THIS

16 PROCEEDING?

17 A. The putpose of my testimony is to set forth the ORS staff findings relative to my

20

2]

22

review of the rate increase application subniitted by Carolina Water Service, Inc.

(nCWS") Specifically, I will focus on CWS's compliance tvith the Public

Service Commission ("Comniission") rules and regulations, ORS*s audit of

vmious CWS water and wastewater facilities, test-year revenue and proposed

revcmie adjushnents, and CWS customer coiuplaints.

THK OFFICE. OF RECUI, ATOR Y S rAFF
1441 tVIain Street, Suite 300, Columbia, SC 29201

Post Office Bos 11263, Coluutbia, SC 29211
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government billing and waste tracking systems. From 1999-2003, I worked for

Safety-Kleen Corporation and Clean Harbors Environment_ Services, Inc. in

Columbia, SC as an operations manager in the Government Services Division In

this role, I managed the financial, operations and all regulatory aspects of field

offices nationwide serving Department of Defense hazardous waste removal

eontt_acts. I was accountable for the viability of 14 govermnent contlacts yielding

$12 million in revenue annually

In September 2004, I joined ORS as the Program Specialist for the Water and

Wastewater Department. I am a member of the American Water Wolks

Association ("AWWA") and the South Cmolina Section of the American Water

Works Association ("SC-AWWA"). In addition, I have completed the Easteru

National Assooiation Regulatory Utility Commissioners ("NARUC") Utility Rate

School: Basics of Ratesetting and New Mexico State University's Center tbr

Pnblie Utilities Workshop: Regulating Smafi Water Utilities.

WftAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS

PROCEEDING?

The propose of my testimony is to set forth the ORS staff findings relative to my

review of the rate inclease application submitted by Carolina Water Service, Inc.

("CWS") Specifically, I will focus on CWS's compliance with the Public

Service Commission ("Commission") rules aud regulations, ORS's audit of

vm'ious CWS water and wastewater facilities, test-year revenue and proposed

revetme adjustments, and CWS customer complaints.

TIlE OFFICE OF REGULATORY STAFF

1441 Main Street, Suite 300, Columbia, SC 29201
Post Office Box 11263, Columbia, SC 29211
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I Q, ARK THK FINDINGS OF YOUR REVIEW CONTAINED Ital THIS

2 TESTIMONY AND ACCOMPAlilNG EXHIBITS?

3 A. Yes, my testimony and the attached exhibits detail ORS's findings and

4 recommendations.

5 Q. PLEASE EXPLAIN HOW YOU COMPILED INFORlV1ATION FOR YOUR

6 TESTIMONY AND EXHIBITS,

7 A. I used ORS revenue audit results, facility site inspection findings and information

8 provided by CWS in its Application and Data Request responses. I also reviewed

9 CWS's financial statenients and performance bond documents submitted to the

10 Commission.

11 Q. PLEASE PROVIDE AN OVERVIEW OF THE I.OCATIONS, SERVICE

12 TYPES AND CUSTOh'IKR BASK SERVICED BY CWS.

13 A. CWS is a public utility providing avatar distribution/supply seivices and

15

16

17

19

20

22

23

wastewater collection/treatment services. As a subsidiaiy of Utilities, inc. , CWS

is one of four NARUC Class A water and wastewater utilities in South Carolina.

The Commission approved service area for CWS includes pottions of Aiken,

Beaufort, Dorchester, Oeorgetown, I.exington, Oiangeburg, Richland, Sumter,

Williamsburg and York counties. According to CWS's customer records for the

test yern ending September 30, 2005, water services, including distribuiion, tvere

ptovi&led to 7,431 residential and conunercial single family equivalents.

I.ikewlse, v:astewater collection and treatment services were provided to 11,973

residential and commetcial single ftunily equivalents. Exhibit DMH-1 provides a

customer overvietv of' current CIVS customers by location and service type.

TIIE OFFICE OF REGULATORY STAFF
1441 Main Street, Suite 300, Columbia, SC 29201
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ARE TIlE FINDINGS OF YOUR REVIEW CONTAINED IN THIS

TESTIMONY AND ACCOMPANYING EXHIBITS?

Yes, my testimony and the atlached exhibits detail ORS's findings and

recommendations.

PLEASE EXPLAIN HOW YOU COMPILED INFORMATION FOR YOUR

TESTIMONY AND EXIIIBITS,

I used ORS revenue audit results, facility site inspection findings and information

8 provided by CWS in its Application and Data Request responses. I also reviewed

9 CWS's financial statements and pelfoimanee bond documents submitted to the

10 Commission.

11 Q. PLEASE PROVIDE AN OVERVIEW OF TIlE LOCATIONS, SERVICE

12 TYPES AND CUSTOMER BASE SERVICED BY CWS.

13 A. CWS is a public utility providing watel distributiordsupply services at_d

14 wastewatel collection/treatment services. As a subsidialy of Utilities, Inc., CWS

15 is one of four NARUC Class A water and wastewater utilities in South Carolina.

16 The Commission approved service area for CWS includes poiiions of Aiken,

17 Beaufort, Dorehester, Georgetown, Lexington, Oraugeburg, Riehland, Sm_ater,

18 Williamsburg and York counties. According to CWS's customer records for the

19 test yem ending September 30, 2005, water services, including distribution, were

20 provided to 7,431 residential and commercial single family equivalents.

21 LikevAsc, wastewaier collection and treatment services were provided to 1t,973

22 lesidentiat and commercial single feanily equivalents. Exhibit DMft-I provides a

23 customer overview of current CWS customers by location and service type.

TIlE OFFICE OF REGULATORY STAFF
1441 Main Street, Suite 300, Columbia, SC 29201

Post Office Box 11263, Colombia, SC 29211
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1 Exhibit DMH-2 provides a detail of test-year customers by classification,

2 subdivision, location and service type.

3 Q. HAS CWS PETITIONED THE COMMISSION TO TRANSFER THK

4 KING'S GRANT, PLANTATION RIDGE AND TKAI ON THK ASHLEY

5 WATER AND WASTEWATER SYSTK!U1S?

6 A. Yes. Under Docket No. 2006-171-WS, CWS filed an application to transfer the

waterhvastewater systems and service tenitory serving King's Orant, Plantation

g Ridge and Teal on the Asldey subdivisions to Dorchester County. If this transfer

9 is approved by the Commission, CWS will no longer serve any customers in

10 Dorchester County.

1 1 Q. DOES ORS INCLUDE INFORMATION IN ITS DIRECT TESTIMONY

12 FOR ICING'S GRANT) PLANTATION RIDGE AND TEAL ON THE

1'3 ASHLEY CUSTOMERS?

14 A. Yes. While ORS continues to revieiv the CWS petition to transfer the Doichesler

15 water and wastewater systems and service tenitory, we have normalized test year

16 revenues to reflect the elimination of the King's Grant, Plantation Ridge and Teal

17 on the Ashley subdivisions.

lg Q. PLEASE EXPI AIN EXHIBIT DMH-3 OF YOUR REPORT.

19 A. Exhibit DtvlH-3, consisting of three pages, provides a summary of the services

20

21

22

provided by CWS based on the Business Office Compliance Review completed

by ORS The Business Office Compliance Review consists of a review of CWS's

office records to determine compliance with PSC rules and regulations.

1 HE OFFICE OF RKG UI.ATORY STAI'I"
1441 %blain Str eet, Suite 300, Coiuruhia, SC 29201

Post Office Box 11263,Columbia, SC 29211
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Exhibit DMII-2 provides a detail of test-year customers by classification,

subdivision, location and service type.

HAS CWS PETITIONEI) TIlE COMMISSION TO TIL.kNSFER THE

KING'S GRANT, PLANTATION RIDGE AND TEAl, ON THE ASHLEY

WATER AND WASTEWATER SYSTEMS?

Yes. Under Docket No. 2006-17t-WS, CWS filed ma application to transfer the

water/wastewater systems and service territory serving King's Grant, Plantation

Ridge and Teal on the Aslfley subdivisions to Dorchestm County. If this transfer

is approved by the Commission, CWS will no longer serve any customers in

Dorchester County.

DOES ORS INCLUDE INFORMATION IN ITS DIRECT TESTIMONY

FOR KING'S GRANT, PLANTATION RIDGE AND TEAL ON THE

ASHLEY CUSTOMERS?

Yes. While ORS continues to review the CWS petition to trm_st_r the Dorchester

water and wastewater systems and service territoly, we have normalized test year

revenues to reflect the elimination of the King's Grant, Plantation Ridge and Teal

on the Ashley subdivisions.

PLEASE EXPLAIN EXHIBIT DMH-3 OF YOUR REPORT.

Exhibit DIVlH-3, consisting of three pages, provides n smmnary of the services

provided by CWS based on the Business Office Compliance Review completed

by ORS The Business Office Compliance Review consists of a review of CWS's

office tecozds to determine compliance with PSC rules and regulations.

TIlE OFFICE OF REGULATORY STAFF
1441 Main Street, Suite 300, Columbia) SC 29201

Post Office Box 11263, Columbia, SC 29211
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1 As expected of a Class A water utility, CWS utilizes a customized computer

2 database to capture all customer account transactions. The system tracks all

3 customer complaints received by the Northbrook, IL, office and the West

Columbia, SC, office. Each complaint is reflected in the specific customer

5 account as a service onler and complaint resolution data is clearly provided by

6 date and responsible party. CWS's customer bill, disconnect notices, paynient

7 plans and deposit receipts contain all required information and are issued to

8 customers in a timely manner. Invoice adjustments, deposit refunds, late paynient

9 penalties and reconnection notices are automated, accurate and timely. Overall,

10 CWS's business systems are well-suited to ensure compliance with the

11 administraiive aspects of 26 S,C. Code Regs. 103 Articles 5 and 7. CWS is in

12 compliance with the Annual Report and Gross Receipts requirements as svef1.

13 Q, PLEASE EXPLAIIst EXHIBIT DNH-4 OIi YOUR REPORT,

14 A, Exhibit DMH-4, consisting of 21 pages, is a sumnmiy of the water

16

17

19

21

23

distribution/supply and wastewater collection and treatment services inspected by

ORS in May and June 2006.

Watm Distribution and Sunnlv

CWS currently provides adequate water distribution and supply seivices to ita

residential and comnicrcial custoniers. Water is provided to customers by CWS

operated wells or by an outside bulk seater provider. In some cases, CIVS

purchases water to serve customers from municipalities such as the City of IVest

Columbia, Totast of Lexington, Lexington Joint Municipal Water and Sewer

Commission, and York Couniy, CWS has completed infrastructure

THE OFFICE OF RECULATORY STAFF
1441 Main Street, Suite 300, Cohimbin, SC 29201

Post Office Box 11263, Columbia, SC 29211
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As expected of a Class A water utility, CWS utilizes a customized computer

database to capture all customer account transactious. The system tracks all

customer complaints received by the Northbrook, 1L, office and the West

Columbia, SC, office. Each complaint is reflected in the speeific customer

account as a seivice order and complaint resolution data is clearly provided by

date and responsible party. CWS's customer bilE, discom_eet notices, payment

plans and deposit receipts contain all required information and are issued to

customers in a timely manner, hwoice adjustments, deposit refunds, late payment

penalties and rcconnectiun notices are automated, accurate and timely. Overall,

CWS's business systems ate well-suited to ensure complimace with the

administrative aspects of 26 S.C. Code Regs. 103 Articles 5 and 7. CWS is in

compliance with the Annual Repoit and Gross Receipts requirements as welt.

PLEASE EXPLAIN EXHIBIT DMII--4 OF YOUR REPORT.

Exhibit DMH-4, consisting of 21 pages, is a summary of the water

distribution/supply and wastewater collection and treatment services inspected by

ORS in May and June 2006.

Water Distribution and

CWS currently provides adequate water distribution and supply services to its

residential and commercial customers. Water is provided to customers by CWS

operated wells or by an outside bulk water provider. In some cases, CWS

ptacbases water to serve customers from municipalities such as the City of West

Columbia, Town of Lexington, Lexington Joint Municipal Water and Sewer

Commission, and York County, CWS has completed infrastmctore

TItE OFFICE OF REGULATORY STAFF

1441 Main Street, Suite 300, Columbia, SC 29201
Post Olfice Box 11263, Columbia, SC 29211
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1 iinprovements to repair and replace pump houses, storage tanks and operating

2 wells. Safe drinking water standards were being met according to recent DHEC

3 smiitary survey reports and required certified operator logs were in compliance at

4 all ORS audited facilities, General housekeeping items including treatment

cheniical labeling, facility fencing, access roads and signage are satisfactory.

6 Potable ivater and inigation consumption is metered to all customer;. CWS does

7 not provide fire protection services to its customers and is not required to provide

8 this service.

9 3Vastclvater Collectioq and Trcatntcnt~Sstems

10 CWS provides wastewater treatment under NPDES permits. During the ORS

ll inspection, all wastewater collection and treatment systems were opelatiilg

12 adequately and in accordance with DHEC rules and regulations. CWS has

13 recently completed a major wastewater treatment plant upgrade in Sumter

14 County. An aged aerated lagoon which struggled to meet the NPDFS discharge

15 limits has been ieplaced by an activated sludge plant

16 Q. DO YOU HAVE ANY COMMENTS REGARDING CWS'S ABILITY TO

17 RESOI.VE CUSTOMER BILLING COMPLAINT ISSULrS ARISING

18 FROM WATER LEAKS?

19 A Yes. During the test year, ORS received several customer complaints related to

21

high bills when a water leak occurred on the customer service line. In

subdivisions v:herc CWS purchases ivater supply and sewer treatment services

from a third party, a water leak on the customer line will increase both the water

and the sewer coniponents of the customer's bill since sewer seivice is comprised

THE OFFICF. OF REGUI, ATORY STAFF
1441 Main Street, Suite 300, Columbia, SC 29201

Post Office Bos 11263,Columbia, SC 29211
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improvements to repair and replace pump houses, stoiage tanks and operating

wells. Safe drinking water standards were being met according to recent DHEC

sanitary storey reports and required certified operator logs were in compliance at

all ORS audited facilities. General housekeeping items including treatment

chemical labeling, facility fencing, access roads and signage are satisfaetoty.

Potable water and inigation consumption is metered to all customers. CWS does

not provide fire protection services to its customers and is not required to provide

this service.

Wastewater Collection and Treatment Systems

CWS provides wastewater treatment under NPDES permits, During the ORS

inspection, all wastewater collection and treatment systems were opelating

adequately and in accordance with DHEC rules and regulations. CWS has

Tecently completed a major wastewater treatment plant upgrade in Stouter

Connty. An aged aeiated lagoon which struggled to meet the NPDES discharge

limits has been _eplaced by an activated sludge plant

DO YOU HAVE ANY COMMENTS REGARDING CWS'S ABILITY TO

RESOLVE CUSTOMER BILLING COMPLAINT ISSUES ARISING

FROM WATER LEAKS?

Yes. During the test year, ORS received several customer complaints related to

high bills when a water leak occurred on the customer service line. In

subdivisions where CWS purchases water supply and sewer treatment sen, ices

from a third party, a water leak on the customer line will increase both the water

and the sewer components of the customer's bill since sewer service is comprised

THE OFFICE OF REGULATORY STAFF
1441 Main Street, Suite300, Colulnbia, SC 29201

Post Office Box 11263, Columbia, SC 29211
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I of'a base facilities charge ("BFC")and a per 1,000 gallon charge based on water

2 consumption. If the water leak occurs and is absorbed into the ground, a customer

3 tvill still pay sewer charges based or& that water usage even when it can be

documented that the water leak did not flow into the sewer collection system.

5 While ORS recognizes that CWS's contracts with third parties do not allow for

6 courtesy adjustments to sewer usage charges in this type of situation because the

7 third party charges are calculated based on water usage and that CWS is not

8 obligated to make such adjustments under 26 S.C, Code Regs. 103-533 and 103-

9 733, ORS encourages CWS to explore opportunities to negotiate future contracts

10 to inchide a suitable iemedy for the customer,

11 Q, IS CWS RESPONSIBLE FOR LEAKS OR BLOCKAGES ON THK

12 CUSTOMER'S SERVICE I,INK?

13 A. No. ORS often receives customer inquiries iegarding service line niaintenancc

14 responsibility. CWS is not obligated to conect leaks or blockages on service lines

15 past the point of delivery identified by 26 S.C. Code Regs. 103-540 and 103-740

16 Maintenance responsibility is defined in 26 S.C, Code Regs. 103-555,A which

17 states "the utility shall install and maintain that portion of the service pipe from

ig the main to the boundary line of the propeity being served. .
" I.ikev, ise, 26 S.C.

19 Code Regs. 103-702,7, identifies the utility water service line as "the poition of

20 the distribution line that transports water from the main to the meter, or if thete is

21 no metet, up to and including the curb stop. "

22 Q. DOES ORS RKCOMtVIEND ANY ADJUSTtV'IENTS TO 'I'HE TEST YEAR

23 SERVICE REVENUES OF CWS?

THE OI'FICE OF REGULATORY STAFF
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of a base facilities charge ("BFC') and a per 1,000 gallon charge based on water

consumption. If the water leak occurs and is absorbed into the ground, a customer

will still pay sewer charges based on that water tLsage even when it can be

docnmented that the water leak did not flow into fl_e sewer collection system.

While ORS recognizes that CWS's contracts with third parties do not allow for

courtesy adjustments to sewer usage charges in this type of situation because the

third party charges are calculated based on water usage and that CWS is not

obligated to make such adjustments under 26 S.C. Code Regs. 103-533 and 103-

733, ORS encourages CWS to explo_e opportunities to negotiate fi_ture contracts

to include a suitable ramedy for the customer,

IS CWS RESPONSIBLE FOR LEAKS OR BLOCKAGES ON THE

CUSTOMER)S SERVICE LINE?

No. ORS often receives customer inquiries regarding service line maintenance

_esponsibility. CWS is not obligated to correct leaks or blockages on service lines

past the point of delivery identified by 26 S.C, Code Regs.103-540 and 103-740

Maintenance zesponsibility is defined in 26 S.C. Code Regs.103-555.A which

states "the utility shall install and maintain that portion of the service pipe from

the nrain to the boundary line of the properly being served.." Likewise, 26 S.C.

Code Regs.103..702.7, identifies the utility water service line as "the portion of

the distribution line that transports water from the main to the meter, or if there is

no meteL up to and including the curb stop."

DOES ORS RECOMMEND ANY ADJUSTMENTS TO q[7tE TEST YEAR

SERVICE REVENUES OF CWS?

TIlE OFFICE OF REGULATORY STAFF
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1 A ORS completed a thorough review of CWS's customer water consumption and

2 BFC revenue calculations for the test year, Based on this review, ORS does not

3 oppose CtVS*s minor adjustments to test year water and sewer service revenue.

4 In addition, ORS proposes several minor adjustments to test year service revenue

5 as calculated based on CWS's customer billing records. It should be noted that

6 these calculated adjustments were under $100 and could be deemed de minimus.

7 CWS hills all customers in accordance with the rate structure approved by the

8 Commission. Customer's water or wastewater tteatment provided by a

9 govenuuent entity is invoiced in accordance with the pass-through language in

10 CWS's tariff In addition, ORS proposes no adjustment to CPS's Miscellaneous

11 Revenues or Uncollectible Accounts. CWS currently has an uncollectible

]2 percentage of less than 1% which ORS fmds to be acceptable.

13 Q, PI.EASE EXPLAIN EXHIBIT DMH-5 OE YOUR REPORT.

14 A. Exhibit DMH-5 provides an oveiview of the rates pioposed pursuant to the

15

16

17

18

19

20

22

23

settlement agreement and their impact on svater and wastewater revenues. ORS

used consumption data pmvided by CWS and verified during the audit. In

addition, ORS used CWS's current rates for these calculations. It is important to

note that during the test year period CWS converted from one rate schedule to

another wluch was approved by the Commission under Docket 2005-357-KVS.

Therefore, revenues for the test year were normalized for ratemaking purposes to

reflect a full year of customer consumption and BliC at recently approved rates. In

addition, ORS normalized test year revenues to reflect the pending transfer of

water and wastewater systems and service territory in Dorchester County per

THE OFPICE Oii REGULATORY STAFF
1441 Mntu Street, Suite 300, Columbia, SC 29201

Post Office Box 11263, Columbia, SC 29211
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9

10

I1

12

13

14

15

16

17

18

19

20

21

22

23

1 A

2

3

4

5

6

7
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ORS completed a thorough review of CWS's customer water consumption and

BFC revenue calculations for the test year, Based on this review, ORS does not

oppose CWS's minor adjustments to test year water and sewer service revenue.

In addition, ORS proposes several minor adjustments to test year service revenue

as calculated based on CWS's customer billing records. It should be noted that

these calculated adjustments were under $100 and could be deemed de minimus.

CWS bills all customers in accordance with the rote structure approved by the

Commission. Customer's watei or wastewater treatment provided by a

govenunent entity is invoiced in accoidance with the passqhrough language in

CWS's tariff. In addition, ORS proposes 11oadjustment to CWS's Miscellaneous

Revenues oi Uncollectible Accounts. CWS cunently has an uncollectible

percentage of less than l% which ORS finds to be acceptable.

PLEASE EXPLAIN EXHIBIT DMH-5 OF YOUR REPORT.

Exhibit DMH-5 provides ml overview of the rates proposed pursuant to the

settlement agreement and their impact on water and wastewater revenues. ORS

used consumption data provided by CWS and verified dining the audit. In

addition, ORS used CWS's cmrent rates for these calculations. It is important to

note that daring ttde test year period CWS converted from one rate schedule to

another wlfich was approved by the Commission under Docket 2005-357-WS+

lhemfore, revenues fbr tide test year were normalized for ratemaking proposes to

reflect a full year of customer consumption and BFC at recently approved rates. In

addition, ORS nolrualized test year revenues to reflect the pending transfer of

water and wastewater systems and service territory in Dorchester County per

THE OFFICE OF REGULATORY STAFF

1441 Maiu Street, Suite 300, Columbia, SC 29201

Post Office Box 11263, Columbia, SC 29211
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I Docket No. 2006-171-WS. In summary, ORS calculated CWS's test year service

2 revemie for water operations, as adjusted, of $1,927,522. ORS calculated CWS's

3 test year service revenue for wastewater operations, as adjusted, of $4,401,139.

4 ORS calculated test yeas revenues for combined operations, as adjusted, of

5 $6,328,661 {Exhibit DMH-5 page 1). For the purposes of settlement agreement,

6 ORS calculated CWS's proposed water service revenues, as adjusted, of

7 $2,073,651 and proposed wastewater service revenues, as adjusted, of $4,733,225.

8 Under the proposed settlement, combined operations revenue, as adjusted, would

9 total $6,806,876 {Exhibit DMH-5 page I). ORS did not factor customer growth

10 into these revenue comparisons; hosvever, Ms. Sharon Scott has provided

11 testimony regaiding the ORS customer growth calculation.

12 Q. PLEASE EXPLAIN EXHIBIT DMH-6 OF YOUR REPORT,

13 A. Exhibit DMH-6 is a summary of' the current PSC approved rates for CWS and

14 mtes proposed as part of the settlement agreement.

15 Q. ON 4VHAT BASIS DOES ORS MAKE DEPRECIABLE SERVICE LII'E

16 RECOMMENDATIONS?

17 A. ORS recommendations are based on the conclusions outlined in the Florida Public

18 Service Commission 'vVater and Wastesvater System Regulatory I.aw as

19 recommended by the NARUC staff. ORS's approach and conclusions made

90 concerning depreciation are consistent with the Public Utility Depreciation

Practices manual as published by NARUC in 1996.

22 Q. DOES THAT CONCLUDE YOUR TESTIMONY?

23 A. Yes it does

THK OFFICE OF REGULATORY Sl'AFI
1441 ivlain Street, Suite 300, Cohrmbia, SC 29201

Post Office Box 11263, Columbia, SC 29211

TestimonyofDawnM,Hipp DocketNo.2006-92-WS CarolinaWaterService,Inc.
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6
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8

9
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11
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16

17

t8

19

20

21

22

23
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Docket No. 2006-171 -WS. In summary, ORS calculated CWS's test year service

revenue for water operations, as adjusted, of $I,927,522. ORS calculated CWS's

test year service revenue for wastewatet operations, as adjusted, of $4,401,139.

ORS calculated test year revem_es for combined operations, as adjusted, of

$6,328,661 (Exhibit DMH-5 page 1). For fire pruposes of settlement agreement,

ORS calculated CWS's proposed water service revenues, as adjusted, of

$2,073,651 and proposed wastewater service revenues, as acljusted, of $4,733,225.

Under the proposed settlement, combined operations revenue, as adjusted, would

total $6,806,876 (Exhibit DMH-.5 page 1). ORS did not factor customer growth

into these revenue comparisons; however, Ms. Sharon Scott has provided

testimony regarding the ORS customer growth calculation.

PLEASE EXPLAIN EXHIBIT DMH-6 OF YOUR REPORT,

Exhibit DMH-6 is a summaly of' the currant PSC approved rates for CWS and

iates proposed as part of the settlement agreement.

ON WHAT BASIS DOES ORS MAKE DEPRECIABLE SERVICE LIFE

RECOMMENDATIONS?

ORS recommendations am based on the conclusions outlined in the Florida Public

Service Commission Water and Wastewater System Regulatory Law as

recommended by the NARUC staft_ ORS's approach and conclusions made

concerning depreciation are consistent with the Public Utility Depreciation

Practices manual as published by NARUC in 1996.

DOES THAT CONCLUDE YOUR TESTIMONY?

Yes it does

'FILE OFFICE OF REGULATORY STAFF
1441 Main Street, Suite 300, Columbia, SC 29201

Post Office Box 11263, Columbia_ SC 29211



THK OFFICE OF REGULATORY STAFF

DOCKET NO. 2006-92-%S

Application of Carolina Water Service, Ine. for Adjustment of Rates aud Charges

l'or the Provision of Water and Sewer Service

DAWN M, HIPP TESTIMONY

EXHIBIT INDEX

EXHIBIT NO. EXHIBIT TYPE PREPARED BY

DMH-I

DMH-2

DMH-3

DMH-4

DMH-5

DMH-6

CWS Customer Detail

ORS Business Office Compliance Review

ORS Facility Inspection Report

Service Revenue Impact

CWS Proposed Rate Overview

ORS

ORS

ORS

ORS

CWS Customer Overview by County and Service ORS

THE OFFICE OF REGULATORY STAFF

DOCKET NO. 2006-92_WS

Application of Carolina Water Service, Inc. for Adjustment of Rates and Charges

for the Provision of Water and Sewer Service

EXHIBIT NO.

DMtt-1

DMI:t-2

DMH-3

DMtfo4

DMH-5

DMH-6

DAWN M. H1PP TESTIMONY

EXHIBIT INDEX

EXHIBIT TYPE

CWS Customer Overview by County and Service ORS

CWS Customer Detail ORS

ORS Business Office Compliance Review ORS

ORS Faeitity Inspection Repoit ORS

Service Revenue Impact ORS

CWS Proposed Rate Ovelview ORS

PREPAREDBY



Exhibit DMExhibit DMH-1



O
DI

UQ
Cll
UT

I
UUo
CI
4J

C

UU

Ul

I

C
CC

UU

CI

De

0

a

ID

CI

CI
00

0

0
CI
UI

C

e ~ Ql

mg OCU
0a o CD

h7 UCD

O A
O C

p
UII C n

C

0

m
&C

0
UCI

Il&

D
o ~

o

-.r,

o -r'
I



D

7/

IJ O
I/I

O

O

O
CJO
CD

DD 5
CD

IJ
CD

CD

J -I
CD

CD CDW CDÃ
CD

I/I

9' n
O 0
W

O
O

Clc
CD0

CL e
C/a n
C/I ill
lP I/I

I/C

O n'

O /I'
rb O

C/I
Ol

DJ
OI
C)
IJl

m

O'
CDJ ge
o ~
DJ

O

rD O'

0
C;



Exhibit DMExhibit DMH-2



Carolina Water Servfce, Inc.
2006-92-Y/5

Customer Detail by Servfce Area and Service Type

Exhfbft DMH 2

I

Subdivision

Customer Customer
Count Count

10/01/04 09/30/05 set vf«e Description

Bulk
Vlater/sawer

Provfder

Aiken Co~unt
liunter'I Glen 92 94 Residential IVatcr

I I commercial v/ater
Total 93 95

Cws

Beaufort Count
palmetto Apt

Dorchester Count
King's Grant/Plantation Ridge

Teal on the Ashley

Geor etown CountcLincolnshlre/V/hite Oak

Lexfn ton Count~
Blue Ridge
Brighton Forest

Calvin Acres

Fakon Ranches

Fnarsgata

Glenn Nliaga/Stenebridge

Golden Pond

Governor's Grant

ffarborsfde

Heathanvood

Hidden valfey country club
Vanaisdala
Hidden Valley/Iaine al Springs

Idlawood

Indian Pines
lake fiurray/Lands End/watergate/Spence Point/The Docks/winward

Point/Harbor Place/Habard Cave/Seay Cove

Lauml naadows/Sa annah point

Oak Grora Estates

Oalrvrood

poachtrea Acres

Total

Total

Total

54
54

676

32
32

744

252
252

54
138
145

2
2

19
95
2

2777
59

204
179
356
347
314

I
2
I

Z4
2I

100
I

187
I
2

I
SD

3
17

331

247
I

275
2

269
I

I26
6

128
1

6
27

8
2

46
I

54 Residential Sevrer CogecUon
54

6/6 Residential Sewer
4 Commercial 5ewer

32 Residential Water
32 Resldentiat sewer

744

252 Reskfentlal 5ewer
252

55 Residential Water
138 Residential Water Dfstribuuon
145 Residential Sewer

2 Commercial Sevler
2 Commercial V/ater

19 Residential Sevrer
96 Residenuaf Water

2 Commercial V/ater

2778 Resfdentfaf Sewer
59 Conlmercial Sewer

204 Resldenttal Plater
187 Residential Sewer
356 Residential water Dlstnbution
347 Residential Sewer
320 Residential Sefver

I Commercial Sewer
2 Cornnierclal Water Dfstributfon

I Commercial Sewer
24 Resfdential Sewer
24 Residential Igater

100 ResidenUal Water
I Commerdal Water

190 Residential IVater
I Wholesale Sewer Treatment
2 noble Home Sewer
I Resfdentfal Ivater Distribution

50 Residential IJJater Distribution
3 Commercla! Water Dfstrfbulion

17 Residential Water

334 Residential Vlater Distribution
4 Commercial 'Iyater Distribution

247 Residential Salver
I commerdal Sewer

2/5 Residential Ylater Drstntfution

2 Commercial I'Jater Distribution
269 Residenuaf Sewer

I Commercial Sewer
126 Reedentlal IVater Dlstributmn

6 ('ommeidaf Water Distribution
12ff Residential Sewer

\ hlobife Ifome Sewer
6 Commerdal 5ewer

27 Residential Ivater Dlstributron

8 Commercial Lvater Distribution
Z Commerdaf Sewer

46 Residential Water
I Commercial Water

Bly/SA

CVfs

CWS
V/est Columbia
CWS
CWS
CWS
CWS
I.'IYS

CWS
CWS
CVI5
CWS
CVI5
West Columbia
CYI5
cws
CWS
LCJHV/S
CWS
CWS
LC3t4VIS
CVI5
CVI5
CVI5
CY/5
CV/5
West Columbia
IVest Columbia
West Columbia
CWS

LCIIIWS
LC3HV/5

I CIHWS
LCIHYIS
viesc columbia
west columwa
CITS
CITS
West Columlfia
West Columbia
CIVS
CiVS
CWS
V/est Columbia
West Columbia
C IYS

CiYS
CV/5

CarolJrla Water Se_ce_ Inc.

2006-92-WS

Customer Detail by Service Area and Service Type

Exhibit DMH" 2

1

Customer Customer Bulk

Court[ Count Water/Sewer

Subdivision 10/01/04 09/30/05 Se_vtce Description P_ovtder

Aiken Cou_ .................................................... _,.......

Huntef'_'G'_en .............. 92 94 Resldentia_ Water C_*S -]

1 ] commercial Water CWS JTotal 93 95

"iota 54 $4 .............. __

Dorchester County
King's Gtant/Plantatlon Ridge 676 676 Residential Sewer CWS

4 4 Commercial Sewer CWS

Tea_ on the Ashley 32 32 P,esldential Water CWS
32 32 Residential Sewer CW$

.......................................... .__Total ....... 744 . 744 ........................................

Georgetown County

Llncolnshlre_'/hlte OaR 252 252 Residential Sewer CWS ]
Total 252 252 J

Lexington Co u ritE_ ...............................
_lue Ridge .............................. 54 55 Residential Water CWS

3righton Forest

:alvin Acres

:alton Ranches

=riaisgate

31enn Vil_ g _/StoneiDddge

3side n Pond

_¢_ver nor's Gf_nt

la_bor_ide

Heatherwood

Hidden Valley Countly Club
Va na_dalc,

Hidden vagey/Hineral Sprlngs

Idlewoocl

]ndlan Pines

take _lur_ay/Lands Endl_Wate_gate/Spence Polnt/T_e D0cks/Wlnwafd
Psint/Harbo_ Ptace/Hallard C0w/Seay Cove

LautelMeadowstSa_annahPsint

)ak G_o_e Estates

138 i38 Residennal Water Distribution West Csiumbla

145 145 R_s_dential Sewer CWS

2 2 Comm_rcla] Sewer CW5

2 2 Comm_r_iaJ Water CW$

19 t9 Residennal Sewer CWS

95 96 ResidenUal Water CWS
2_ 2 Commercial Water CWS

2777 2778 Re_ldeidtat Sewer CWS

59 59 Commercial Sewer CW5

204 204 ResldenUal Water CWS
179 187 Residential S_wer CWS

3S6 356 Residential water D_sidbutlon West Columbia

3,_7 347 Re_ldenna_ Sewer CWS

314 320 Resldentlaf Sewer CWS

1 I Commercial _ewc_ CWS

2 2 Commercial Water Dfstribunon LCJHWS

1 I C_mmerdal Sawer CWS

24 24 Residential Sewer CWS

24 24 Resldenttal Water LC1HWS

t"00 100 ResidenUal Water CWS

] 1 Commercial Water CW$

187 190 R_sIdential Water CWS

] 1 Wholesale Sewer Tleatn_ent CW$

2 2 Hoblle Home S_wer CW5
] 1 Residential Water Distribution West Co[umi_a

50 50 ReSidennal Water Dlsttibution West Columbia

3 3 Comme_claIwater DlstrlbulJon West Columbia
17 17 Residential Water CWS

331 334 Resldentisi Water Distribution LC_HWS

4 4 Commerdat Water Distrtb_tlon LCJHWS

247 247 Residential .Sewer LCJHWS

1 I Commercial Sewer LC]HW5

275 275 ResldenLia_ Water DiSt_buLion W_S_ c_bimbia

2 2 Commercial Wa_er DistHbuUon W_$L Columbia

269 269 Residential Sewer CWS

1 I Cornme_cJal Sewer CWS

126 126 Res,,de_tJal Water Dl_tributton West CoJumbla

6 6 Cornmetclal Water Distribution West C_umb_a

_.28 128 Residential Sewer CWS

t Hobi_e Home Server CWS

6 6 CommercJal Sewer CWS

27 27 Residential Water Distribution West Columbia
8 8 Commercial Water Di_l_rlbutlon West C_umbla

2 2 Commercla_ Sewe_ CW5

46 48 Residential Water CWS

I t Commercra_ Water CWS



CaroUna Water Service, Inc.
2006-92-WS

Customer Detail by Service Area and Service Type

Exhibit D/AN 2

2

Subdivision
Lexin ton~Count continued
Planter's Station

Rogingwood/sliver Creek

Customer Customer
Count Count

10/01/04 09/30/05 Service Description

Sulk
Water/Sewer

Provider

163
1

162
184

1

101

184 Residential water Distribution
1 Comnlerdal V/ster Dfstnbution

101 Residential sewer

LCf NWS
LCZNIVS

CWS

163 Residential V/ater Distribution V/est Columbia
1 Commercial V/ater Distribution IVest Columbia

162 Residential Sev er CITS

Salem Chwch Road

Secret Cove
Smailwood Estates

Sphng fifg/Dakcrest/Neadowood/Naple Grove/Timberlake

Spring Lake/Dutchvvod

Sycamore Acres

The landings

universal/Greyland Fo res i/I'/oodca sile

Iirestsfde Terrace

I'roodsen

Total

120
8

87
87

1
86

406
5

408
3

120
120

75
3

158
160
311

2
307

1
61

3
88

9820

141
10
87
98

1

97
'100

5
419

3
120
120

75
3

159
161
311

2
307

1

61
3

88
9903

Reshlentlal sewer
Commercial Sewer
Residential Sewer
Residential V/ster
Commercial V/ster
Residential Sevrer
Residential Water Distribution
Commercial Water Distribution
Residential Sewer
Commercial Sewer
Residential Water Distribution
Residential Scarer
Residential Water Distribution
Commercial Water Distribution
Residential Water Distribution
Residential Sewer
Residential water DutrgfuUon
Commercial water Dfsthbution
Residential sewer
Commercial sewer
ResknnUaf V/ater Dlslributlon
Commercial Water Distribution
Residential Sewer

CWS
CWS
CWS
CWS
cwg
CWS
V/est Columbia
West Columbia
CVJ5
CV/5
West Columbia
CWS
West Columbia
V/est Columbia
LC1NVlS
CWS
IVest Columbia
9/est Columbia
CV/5
CWS
Lexington
Lexington
CWS

ssvelt Gardens

Total

2
3
5

2 Residential Sewer CIVS
3 Commercial Sewer CWS
5a

Richland Cou~nt
Bagentine. Cove

Forty Lov

indian Fork

North Pines/Stonegafe

fto th Shore Point

Sfradowoftd Cove

90
87
86
73
82

127
128
24

109
2

90 Residential Sewer
96 Residential Water
95 Residential Sewer Cotlection
74 Residential fvater
83 Residential Sev er Cogectlon

127 Residential Water
128 Residential sewer cogectfon
24 Residential sewer cogectlon

111 ftesldentlal Sewer Cogecuon
2 Commercial Sewer Collection

CIVS
CV/5

Richland County
CWS
Cha pin
CWS
cws
Richland County
Richland County
Richland county

Sumter Count
To tal 808 830

Oakland Plantation

Pocalt*

Total

245

99
162
510

245 Residential Sevrer
4 Commercial Sewer

99 Residential Water
162 Residential Sevrer
510

Rock BluffL:
York Count

Tot 20 20 1
20 20 Residential Water CV/S

Nrsrhfffs/Comm we/Farast oak/Lake Wyfle/Landings/Palmetto
Dev/Crescent Land

Total

173'I
119

1652
94

3599

1923 Resldentiaf I'later Distnbution
122 Commercial V/ster Distribution

1801 Residential Sewer CogecUon
95 Residential Sewer Collection

3941

Yorf& County
York County
York County
York County

Carolina Water Service_ Inc.

2006-92-WS

Customer Detail by Service Area and SewIce Type

Exhibit DMH.2

2

Subdivision

Lexington County continued

Customer Customer

Coullt count

10/O1/O4 09/30/05 Service Description

Bulk

Water/Sewer
Provider

Pianter_s Slatton 163

t

162

Roltiagwo0d/SIlver Creek 184

]

101

3alem Church Road 120

8

Secr_ Cove 87

5m a_lwood Estates 87

1

86

_pring _ltl/Oakcrest/Meadowaod/Haple Grove/Tim beriake 406

S

408
3

;pdng Lake/Dutchv._0d 120

120
ca_ore _c_es 75

3

The tandlnvs 158

]60

Unlversal/Greyland Forest/Woodcas_le 3] 1

2

307

1
Westside _errace 61

3

Woodsen 88

163 Residential Water Distribution West Cotumbla

t Commercial Water Distribution West Columbia
162 Residential Sewer CWS

184 Residential Water Dlstrib_tlon LC3HWS

I CommerdalWater OIstribuUon LCJHWS

101 Residential Sewer CWS

141 Resldencial Sewer CWS

t0 Commercial Sewer CW_

87 Residential Sewer CWS

98 Residential Water CWS
t Commercial Water CWS

97 Residential Sewer CWS

408 Residential Water Diatdbutton West Columbia

5 Conlmerclal Water DiStribution West Co]umbla

419 Residential Sewer CWS

3 Commercial Sewer CWS

120 Residential Water DIsUlbutlorl West Columbia

120 Residential Sewer CWS

75 Residential Water Dlstrtbutlon West Columbia

3 Commercial Water DISLHbUUOn We_. CoJumbla

tS9 ResldenUal Water Distribution LCJf4WS

t61 Residential Sewer CWS

311 Residential Water DlstrlbuUon West Columbia
2 Commercial Water DiatHbution West Columbia

307 ResldenUal Sewer CWS

I Commercial Sewer CWS

61 Residential Ware r DiatHb_Uon Lexington

3 CommerciaIWater Distrib_JLIOn Lexington
88 Residential Sewer CWS

Total 9820 9903

o_unt_qtX__
R_v_,, G_do,,_ .................................... _....... _'_,;_e_,-_; ............... _,_'--- -]

L_ 3 3 Commercial Sewer CWS 3.................................... Tot_ .... s ...... s ...............................
Richland County

BallenHne Cove 90 90 ResldenUal Sewer CWS

Forty Love 87 96 Re_dential Water CWS

86 95 Resldentlal Sewer Co]lecUon Rlchland Counl
Indlan Fork 73 74 Residential Water CW5

82 83 ResldenUa_ Sewer Collection Chapin
Norlh Plnes/Stonevate 127 127 ResldenUol Water CWS

t28 128 Residential Sewer Collection CWS

_orth SJlore Poiat 24 24 Residential SeWer Collection RIchland Count

_hadc_oc_ Cove _09 Llt ResldenUa_ Sewer Collestion Rtchland Count

2 2 Commercial Sewer Coflestlon Rlchland Coun

Tota_ 008 830

S-um-ter C-ou _) ..............................................................................

Oakland PIan_atlon 245 245 ResidenUa_ Sewer CWS

Po_alla 4 4 Commercial Sewer CWS

99 99 Residential Water CWS

162 162 Residential Sewer CWS
Total 910 510

Williamsburg County .....

Rock Bluff

York County

R/vet HIlls/Commodo_t_Wylle/L_ndtng_/Palmetto

Oev/Crescent Land

20 20 Res_dentlal Water CWS I
Total 20 20 I

L734 t923 Re_Ide_Ual Water O_strib_tlon York County ]

t_9 _2_ Commercial Wate_ Olst_I_ti_n York County
t_S2 t80] 8esl_entia_ Sewer Co_ectlon Y_k COunty

94 95 Re_ld_,_at Se_r Co_lecLlon Y_d_ County
T_ta_ 3599 3941
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EXHIBIT D//IH-3

REVIEW OF WATER AND WASTEWATER SERVICES

CAROLINA WATER SERVICE, INC.

DOCKET: 2006-92-WS

The Office of Regulatory Staff ("ORS") of South Carolina performed a Business Compliance audit of

the revenue, customer complaint, and customer deposit records of Carolina Water Service, Inc.

("CWS") in preparation for this rate case. CWS currently provides water, water distribution,

wastewater collection and treatment services to commercial and residential customers in portions

of Aiken, Beaufort, Dorchester, Georgetown, Lexington, Orangeburg, Richland, Sumter,

WIIIIamsburg and York counties. As of April 1, 2006, CWS provides water services to 7,362 single

family equivalents and wastewater services to 11,830 single family equivalents.

The ORS Consumer Services Department received 52 consumer complaints regarding CWS during the

test year. Consumers contacted ORS to resolve the following issues; billing disputes, service

disconnections, complaints regarding rates implemented under PSC Order 2005-328, and service

complaints. Since the Notice of Filing was mailed to CWS's customers, the Public Service

Commission has received no Petitions to Intervene and 10 Letter s of Protest,

ORS determined CWS provides adequate water provision/distribution service and wastewater

cogection/treatment service, CWS is currently operating all water and wastewater systems in

compliance with all DHEC rules, regulations and consent orders.

The following 2 pages provide a summary of the ORS Business Compliance Audit results.

REVIEW OF WATER AND WASTEWATER SERVICES

CAROLINA WATER SERVICE, INC.

DOCKET: 2006-92-WS

EXHIBIT DMH-3

The Office of Regulatory Staff ("ORS") of South Carolina performed a Business Compliance audit of

the revenue, customer complaint, and customer deposit records of Carolina Water Service, Inc.

("CWS") in preparation for this rate case. CWS currently provides water, water distribution,

wastewater col.lection and treatment services to commercial and residential customers in portions

of Aiken, Beaufort, Dorchester, Georgetown, Lexington, Orangeburg, Rich[and, Sumter,

Williamsburg and York counties. As of April I, 2006, CWS provides water services to 7,362 single

family equivalents and wastewater services to I 1,830 single family equivalents.

The ORS Consumer Services Department received 52 consumer complaints regarding CWS during the

test year. Consumers contacted ORS to resolve the following issues: bitting disputes, service

disconnections, complaints regarding rates implemented under PSC Order 2005-328, and service

complaints. Since the Notice of Filing was mailed to CWS's customers, the Public Service

Commission has received no Petitions to Intervene and I0 Letter s of Protest.

ORS determined CWS provides adequate water provision/distribution service and wastewater

coLlection/treatment service. CWS is currently operating all water and wastewater systems in

compliance with all DHEC rul.es, regulations and consent orders.

The following 2 pages provide a summary of the ORS Business Compliance AudR results.



Audit Exhibit MS%
f of2

Operating Revenues As Adjusted

Operating Expenses As Adjusted

Carolina Water Service, Inc.
Computation of lncomo Taxes

For the Test Year Ended September 30, 2005

~AAd d. k 8 5

Combined Water

~0 11 ~0
$ $

6,734,985 1,939,626
5,603,855 1,682,648

Sewer

$
4,795,359
3,921,207

Net Operating Income Before Taxes
Leam Annualized Interest Expense

Taxable Income State
State income Taxes@5'/0

Taxable Income - Federal
Federal Income Taxes@350/0

Total State and Federal Income Taxes

L.ess: Income Taxes Per Book

Adjustment

1,131,130
581,937

549,193
2?,460

521,733
182,606

210,066

19,164

190,902

256,978
152,688

104,290
5,215

99,075
34,676

39,891

5,979

33,912

874,152
429,249

444,903
22,245

422,658
147,930

170,175

13,185

155.090

Water
Operations

SewerCombined
Operations

After Accounti~nand Pro Forms A~dustmsnts

Operating Revenue As Adjusted

Operating Expenses As Adjusted

Net Operating Income Before Taxes
Less: Annualized Interest Expense

Taxablo Income - Stale
State income Taxes @5'/0

Taxable Income - Federal
Federal income Taxes @35'k

Total State and Federal Income 1axes

Less: Income Taxes Adjusted Per Book

Adjustment

$
6,717,812

~5319,669

1,398,243
693,913

704,330
~35 21?

669,113
234,190

269,40?

210,066

59,341

$
1,956,8?6
1,550,366

406,510
168,832

237,678
11,884

225,794
79,028

90,912

39,891

51,021

$
4,760,936
3,769,203

991,733
525,081

466,652
23,333

443,319
15~5162

178,495

170,175

8,390

-21-

Audit Exhibit SGS-6

1 of 2

Operating Revenues As Adjusted

Operating Expenses As Adjusted

Net Operating Income Before Taxes
Less: Annuallzed Interest Expense

Taxable Income ..State

State Income Taxes @ 5%

Taxable Income - Federal
Federal Income Taxes @ 35%

Total State and Federal Income Taxes

Less: Income Taxes Per Book

Adjustment

Carolina Water Service, Inc.

Computation of income Taxes
For the Test Year Ended September 30, 2005

As Adjusted - Per Books
Combined Water Sewer

Operations __ O_ations Operations
$ $ $

6,734,985 1,939,626 4,795,359

5,603,855 1,662,648 __ 3,9212____O07

1,131,130 256,078 674,152

...... 58.1.,93._._7 152,688 429,24__9

549,t93 104,290 444,903

27,460 5,215 ...... 22,245

521,733 99,075 422,658

182,606 34,676 _ 1_47,_9930

__210,06____._6 39,891 170,175

........ 19,1____....... 5_79 13,185

. 190,902 33,912 156 990

Operating Revenue As Adjusted

Operating Expenses As Adjusted

Net Operating Income Before Taxes
Less: Annualized Interest Expense

Taxable income _ State

State Income Taxes @ 5%

Taxable Income * Federal

Federal Income Taxes @ 35%

Total State and Federal Income ]axes

Less: Income Taxes Adjusted Per Book

Adjustment

After Accounting and Pro Forma Adjustments
Combined

_.OOpera0ans
$

6,717,812

......5..__310,66___9

1,398,243

693,913

704,330

669,113

234,190

269,40T

....... _!0,05____

59,341

Water Sewer

Operations _ ....
---- $ $

1,956,876 4,760,936

1,550,366 3,769,203

406,510 991,733

....... 168,832 525,081

237,678 455,652

11,884 23,333

225,794 443,319

_ 79,028 .... .255,152

.......... 90,9___12. 178,495

39,691 170,175

51,021 8,320

-21-



EXHIBIT DMH-3

UtiHty:
Inspector
Office:

n
@.0Vlg

6
c.a "M

ORS BUSINESS OFFICE COMPLIANCE REVIEW
Carolina Water Service, Inc.
Dawn IHpp
Corporate: 2335 Saunders Road, Northbrook, IL 60062; Local Office: 110 Queen Parkway, West
Columbia

Utility Type: Water and Wastewater Utility
Date: 05716-06706f06
Com any Representative: Kirsten Weeksiiaac Mitcheg

Compliance Regulation

AH records and reports available for
examination in accordance with R.103-
510 and R, 103-710,

Complaint records maintained in

accordance with R, 103-516and R. 103-
716,

Utility's rates, its rules and regulations,
and its up-to-date maps and pians
available for public inspection in
accordance with R.103-530 and R.103-
730.
EstabHshed procedures to assure that
every customer making a complaint. is
made aware that the utility is under the
jurisdiction of the Public Service
Commission of SC and that the customer
has the right to register the complaint in

accordance with R, 103-530 and R, 103-
730.
Deposits charged within the hmits
established by R, 103-531 and R. 103-731.

Timely and accurate biHs being rendered
to customers in accordance with R, 103-
532 and R.103-732.

Big forms in accordance with R.103-532
and R. 103-732.

Adjustments of bills handled in

accordance with R. 1 03.533 and 103-733.

In

ComyHance

X

Out of
Compliance

Comments

Customers can contact West
Columbia office to receive
copies of records,

AH customer complaints are
input into CWS database which
tracks service orders, complaint
types and related resolutions.
Customer complaint detail
received per PSC Order 2005.
328.

AH documents including plans
and maps are available in the
West Columbia office.

CWS new customer package
provides adequate reference to
PSC jurisdiction. Customer bgls
also refer to PSC regulation.

Deposits are charged and
receipted in compliance. CWS

automated biHing system
credits deposits wf interest at
appropriate Intervals. Accrued
deposits remain in separate
account from other revenues.
Interest is reflected at proper
rate authorized by PSC.
Invoices issued in 2 staggered
billing cycles approximately 10
days after meters are read,
CWS biil» in arrears for services
8IH form is clear with adequate
after-hours emergency contact
information.
Invoice adjustments are
compliant with R.103-533 and
103-733.

EXHIBIT D/AH-3

ORS BUSINESS OFFICE COMPLIANCE REVIEW
Utility: Carolina Water Selvice, lnc.
Inspector: Dawn Htpp
Office: Corporate: 2335 Sounders Road_ Northbrook_ IL 60062; Local Office: 110 Queen Parkway_ West

Columbia
UtitiW Type: Water and Wastewater Utility
Date: O5/16-06106106

Company Representative: Kfrsten Weeks/Mac Mitchell
# Compliance Regulation In Out of Comments

Compliance Compliance
--t All records and reports available for X Customers can contact West

examination In accordance with R.103- Columbia office to receive
540 and R. 103-7t0. copies of records.

2 Complaint records maintained in X _ complaints are
a_:cordance with R.103-516 and R. 103- input into CWS database which
716. tracks service orders, complaint

types and related resolutions.
Customer complaint detail
received per PSCOrder 2005-
328.

--3- _i_'s rates, its rules and resu[ations, X All documents including plans
and its up-to-date maps and plans and maps are available in the
available for public inspection in West Columbia office.
accordance with R.103-530 and R.I03-
730.

4 Established procedures to assure that X CWSnew customer package
every customer makiniJ a comp[aint is provides adequate reference to
made aware that the utility is under the PSCjurisdiction. Costomer bills
jurisdiction of the Public Service also refer to PSCregulation.
Commission of SC and that the customer
has the right to register the complaint in
accordance with R.I03-530 and R. 103-
730,

--5- Deposits charged within the timits X Deposits are charged and
established by R..103-531 and R. 103-73t. receipted in compliance. CWS

automated billing system
credits deposits w/interest at
appropriate intervals. Accrued
deposits remaiil in separate
account from other revenues.
Interestisreflectedatproper
rateauthorizedby PSC.

6 Timelyand accuratebillsbeingFe_F-ed-- X invoicesissuedin2 staggered
tocustomersinaccordancewith R,I03- biUingcyctesapproximately10
532 and R.I03-732, days after meters are read,

CWS bills in arrears for services.

Bill forms in accordance with R.I03-532 X Bili form is clear wlth adequate
and R,103-732. after-hours emergency contact

information.

8 I Adjustments of bills handled in X Invoice adjustments are
accordance with R.I03-533 and I03-733. compliant with R,I03-533 and

J I03-733.

2



Compliance Regulation in
Compliance

EXHIBIT DffIH-3
Out of Comments

Compliance

Policy for customer denial or
discontinuance of service in accordance
with R.103-535 and 103.735.
Notices sent to customers prior to
termination in accordance with R, 103-535
and 103 735,
Notices filed with the Comnsission of any
violation of PSC or DNEC rules which
affect service provided to its customers
in acrordance with rule R.103-514.C and
103-714.C.
Utility has adequate means ltelephone,
etc.) whereby each customer can contact
the water and/or wastewater utility at
ag hours in case of emergenry or
unscheduled interruptions or service in
accordance with R.103-530 and 103-730.
Records maintained of any condiUon
resulting in arly interruption of service
affecting its entire system or major
divisfon, including a statement of time,
duration, and cause of such an
interruption in accordance with R.103.
514 and 103-714.
Utility advised the Commission, in
accordance with Rule 103-512 of the
name, title, address and telephone
number of the person who should be
contacted in connection with general
management duties, customer relations,
engineering operations, emergencies
during non-office hours.
Company verified the maps on file with
the Commission include all the service
area of the company.
Number of customers the company has at
present time.

Company has a current. performance
bond on fiie with the Commission.
Amount of bond: 5700,000.00

Company has a current annual report on
file with the Office of Regulatory Staff,
Company has paid annual Gross Receipts
assessment.

X

X

X

NA

X

NA

Deferred payment plan and
payment extension agreement
available to aR customers.
Proper notice procedure is
followed. Disconnect notices
are received b~ORS m~ontht,

Authorized Utility
Representative Form received.

As of 04/01 /06, CV/S provides
seivice to 7,362 water SFEs and
11,830 sewer SFEs.
CWS currently has a 5700,000
irrevocable letter of credit
I)LC) on file with the PSC/ORS
dated 07/29/05.
Filed 04/26/06

Current filing and payment
made.

_o

7i

1
L--

Compliance Regulation

_r customer denia I. or
discontinuance of service in accordance

with R.103-535 and 103-735.

Notices sent to customers prior to

termination in accordance with R.103-535

and 103.735.

_ filedwith the Commission of any

violation of PSC or DHEC rules which

affect service provided to its customers
in accordance with rule R,103-514-C and

I03-714-C.

-0"_ITy has adequate means (telephone,
etc.) whereby each customer can contact
the water andlor wastewater utility at

all hours in case of emergency or

unscheduled interruptions or service in

accordance with R.103-530 and IO3_730.

Records maintained of any condition

resulting in any interruption of service

affecting tts entire system or major

division, inclndin8 a statement of time,

duration, and cause of such an

interruption in accordance with R.I03-
514 and 103-714.

Utility advised the Commission, in
accordance with Rule 103-512 of the

name, title, address and telephone
number of the person who should be
contacted in connection with general

management duties, customer relations,
engineering operations, emer(_encies
during non-office hours.

-C_n'y verified the maps on file with
the Commission include all the selvice
area of the company.
Number of customers the company has at

present time.

Company has a current performance
bond on file with the Commission.

Amount of bond: $700,000.00

EXHIBIT DMH-3

{n

Compliance

X

X

X

X

X

X

x

Out of

Compliance

Comments

Deferred payment plan and

)ayment extension agreement
tvailable to all customers.

Proper notice procedure is
followed, Disconnect notices

are received.bY ORS__

Authorized Utility

Representative Form received.

Company has a current annual report on
file with the Office of Regu atory Staff: ............ -, .....
Company has paid annual Gross Receipts X Current filing and payment

made.
assessment .....................................

HA NA A_ 04101106, CVS provides
sei_ice to 7,362 water SFEs and

I i ,830 sewer SFEs.

X -CWS'currently has a $700,000
irrevocable letter of credit

(ILC) on file with the PSCIORS
dated 07129105,

X 'Filed 04126106
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ORS WATER SYSTEM INSPECTION REPORT

InsL_ection Overview: B ue RidRe Terrace/Heatherwood
Date Inspected:
Inspector Name:
Docket Number:

Util(ty Name:

Utility Representative:
Number of Customers:

System type (distribution, well_ etc):
Location of System:
Location of Utility Office:
Treatment Type:
Permit #:
Last SC DHEC Compliance Rating:

Frequency checked by l.|censed
Operator:
Wastewater Provider:

Inspection Overview
System Components

: Inspected
I

1 Well Sites

05117106

Dawn Hipp
2006-92-WS

Carolina Water Service, Inc.
M, Mitchell/Tony Elllnger
204

Well system with storage
If_% 302, Lexington County
West Columbia
Chlorination
3250015

Needs Improvement - Capacity

Daily - Operator Name;

Septic Tank

Specific _ P_ Capacity ComplY]
Type

2

I

4 I

Pump ilouses Varied

storage Tank Pressurized

Storage Tank

Other Chemicals in use

Pressurized
Overhead

--I II,000
20,000

--'--0 _
_o

I

h 4 Meters

--;-! Fi_drants

I Electrical Wiring acceptable
)ing acceptable

"10-} Water free of air
T_ _ s_d

.1.3_ S=vstem free of leaks
"14 ,w_t_TYFe_7 ob-se'_edodor

te
_ to

Yes _.__
No

expand

InspectionTestlnRResults

T_ _t_rbidity _JTU 1 JTU _e site after treatment

Additional Comments:

X 1

EXHIBIT DMH-4

Comments

2 wells off-line; PER pending
for new well

ping £ood

Soda ash

] only



EXHIBIT DMH-4
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ORS WATER SYSTEM INSPECTION REPORT

los~ection Overview: Falcon Ra
Date Inspected;
Inspector Name:
Docket Number;
Utility Name;
Utility Representative:
Number of Customers:
System Type idistributiorb well, etc):
I ocation of System:
Location of Utility Office:
Treatment Type:
Permit ¹,
Last SC DHEC Compliance Rating:
Frequency checked by Licensed
Operator;
Wastewater Provideri
Ins ection Overview

nches
05/17/06
Dawn Hipp
2006-92-WS
Carolina Water Service, Inc.
M. MitchetiiTony Ellinger
107
Wen system with storage
Hwy 302, Lexington County
West Columbia
Chlorination
3250016
Satisfactory
Daily - Operator Name: Charlie Gunter

Septic tank

System Components
Inspected

Well Sites
2 Pump Houses
3 Storage Tank

3a Storage Tank

Specific
Type

Bored
Varied

Pressurized

Non-

Pressurized

2 45

Yes No

6500

NA

PSI Capacity Compliance Comments

2 bladder tanks Ce Weil ¹2.
Tank in the process of being
replaced,

3b
4

Storage Tank
Chlorinator

Overhead NA NA

5 Other Chemicals in use

6 Meters
Fire H drants
Etectrlcat Wiring acceptable

9 Piping acceptable
10 Water free of air
11 Water free of sand
12 Water darity
13 System free of leaks
14 Water free of observed odor

Access road adequate
Ability for service area to
expand

lns ection Testin Results
Water Quality Test

Type

Yes

Result

Well ¹2

X

X

Comments

Soda ash

Flushing only

TR1 Turbidity
TR2 Color
Add' itional Comments:

0 JTU Sampling point after treatment for both wells
Water appeared clear with no air bubbles

EXHIBIT DMH-4

ORS WATER SYSTEM INSPECTION REPORT

In_n Overview: Falcon Ranches
Date Inspected:

Inspector Name:
Docket Number;

UtilltyName:

UtilityRepresentative:
Number of Customers:

System Type (distribution, w6tll, etc):
Location of System:

Location of UtilityOffice:

Treatment Type:
Permit #:

Last SC DHEC Compliance Rating:
Frequency checked by Licensed

Operator:
Wastewater Provider:

Inspection Overview ....

I ' System ComponentsInspected

Well Sites

_PumpHouses
StorageTank

StoraBe Tank

Storage Tank
Chlonnator

Other Chemica[sin use
Meters

ElectdcatWlHn8 acceptable

acceptable
air

.of sand

Water clarity
free of leaks

Water free of observed odor

Access road adequate
Ability for service area to

Inspection Tes,tinR Results

I Water Quality TestType

_--I Turbidity

j Color
Additional Comments:

05/17/06

Dawn llipp
2006-92-WS

Carolina Water Service, Inc.
M. MitcheltlTony Ellinger
107

Well system with storage
Hwy 302, Lexington County
West Columbia

Chlorination
3250016

Satisfactory
Daily- Operator Name: Chariie Gunter

Septic tank

Specific -# PS_ Capacity

Type

Bored 2 45
Varied -2 ....

Pressurized 1 6500

Pressurized
Overhead O

Yes

No

f_ Result ]

Well #7- Well #2j

87TU --_3Td I

lance Comments

No

- 2-_adde[ tanks @ Well #2.

Tank in the process of being

---- _[eplaced,
NA

NA

Soda ash

Flushing only _

Comments

Sampling point after treatment for both wells
Water appeared clear with no air bubbles

2



EXHISIT DMH-4

ORS WASTEWATER SYSTEM INSPECTION REPORT

t,~a 0 t: F~io t
Date Inspected:
Inspector Name. '

Docket Number;
Utility Name;
Utility Representative:
Number of Customers:
System Type leo}lection, force moro, (agoon, otc}.'

Location of System:
Location of Utility Office:
Treatment Type;

Permit //r

Last SC DMEC Compliance Rating:
Frequency checked by WWTF Operator:
Drinking Water Provider:

05/17/06
Dawn Mipp
2006-92-WS
Carolina Water Service, Inca
M. /rkltcheR

Collection, forced main, lagoon
khvy 6, Lexington County
West Columbia, SC
Biological Treatment using oxidation ditch and return activated
sludge process
SC0036137
Satisfactory (10/05/05)
Daily - Operator Name: Ralph Cook
Varied

Ins ection Results
System Components inspected
Chlorinator
Other chemicals in use

Yes
X

Comments
Chlorine gas
Sodium thiosuli'ate

3
4

9
10

12
13
14
15
16
17

19
20

Aerators present
Plant fenced and locked
Warning Signs Visible
F is d chi
Dikes in good condition
Odor non-existent or limited
Grass mowed
Duckweed/A(gae acce table
Grease build-up acceptable
Plant free of debris
Effluent Color acceptable
Lift Stations present
Failure Warning System adequate
Electric Wiring adequate
System free of leaks
System free of overfiows
Access road adequate
Ability for service area to ~ex and

X
X

X

X

X
X

Van~ious ty es of aerators, diffusers

Cement dikes on oxidation ditch
o~db s t ~o
None and limited foam
Normal appearance
Static bar screen process. Plant housekeeping good.
Gear
/Aany iif\ stations located throughout system

Additional Comments:
Odor abatement systems instailed in 2005 — no odor present at time of inspection.
Permitted to process 1}r}gpd

EXHIBIT DMH-4

N

ORS WASTEWATER SYSTEM INSPECTION REPORT

LDsgection Overview: Friars_ate
Date Inspected:
Inspector Name:
Docket Number:
UtilityName:
Utility Representative:
Number of Customers:
System Type icotlect_on,forcemain, lagoon, etc):

t.ocatlon of System:
Location of Utility Office:
Treatment Type:

Permit #:
Last SC DHEC Compliance Rating:
Frequency checked by WWTF Operator:
Drinking Water Provider:

05/17/06
Dawn Hipp
2006-92-WS

Carolina Water Service, Inc.
M. Mitchell

Collection, forced main, lagoon
:dwy 6, Lexington County
West Columbia, SC
Biological Treatment using oxidation ditch and return activated
sludge process
5C0036137
Satisfactory (10105105)
Daily - Operator Name: Ralph Cook
Varied

]ection Results .__
System Components Inspected
Chtorinator .
Other chemicals in use

Aerators present
Plant fenced and locked
Warning Signs Visible

Yes No
X

X
X_ ......

Fence in good condition
Dikes in good condition
Odor non-existent or limited
G_assmowed

X
X i
X
X

X_ ....

Duckweed/Algae acceptable X
Grease build-up acceptable X_._
Plant free of debris

Effluent Color acceptable
Lift Stations present
Failure Warning System adequate
Electric Wiring adequate
System free of leaks
System free of overflows

Access road adequate .......
Ability for ser¢ice area to expand ........

Additional Comments:

x

X_ .....

x____
X

X
X

Comments
Chlorine gas
Sodium thlosulfate

Various types of aerators, diffusers

Cement dikes on oxidation ditch

Odor abatement operating

None and limited foam

Norma_ appearance
Static bar screen process. Plant housekeepln8 good.
Clear

Many lift stations locatedtltrou4hou _ system

Odor abatement systems installed in 2005 - no odor present at time of inspection,
Permitted to process IM _pd

3
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ORS WATER SYSTEM INSPECTION REPORT

In__spection Overview: Glenn VillaRe II
Date Inspected:

Inspector Name:
Docket Number:

Utility Name:
Utility Representative:
Number of Customers:

System Type (distribution, well, etc):

Location of System:
Location of Utility Office:

Treatment Type:
Permit #:

Last SC DHEC Compliance Ratins:

Frequency checked by Licensed
Operator:
Wastewater Provider:

Inspection Overview

System Components
Inspected

iWell Sites
L

Pump Houses
Storase Tank

Storage Tank

Storage Tank
Chlodnator

05117106

Dawn Hipp
2006-92-W5

Carolina Water Service, Inc.
M. Mitchell.; T. Eliin_er
221

Well system with storage
Lexington County (Fish Itatchery Rd E Glenn Rd)
West Columbia
Chlorination
3250058

Satisfactory (081269105)
Daily: Michael, Zeise

CWS

Other Chemicals in use

Meters Yes

Fire Hydrants Flushtn_ only

Electrical Wiring acceptable

Pipin_ac.ceptable
Water free of air

Specific r#--

Type

Sand 2

Masonite 2 ]
Pressurized f

Non- 0
Pre_udzed

Overhead .___

.Water free of sand

-_" Capacity Compliance

No

SO

15K
NA

NA

EXHIBIT DMH-4

Comments

#1 has PAD above MCL. CWS
revtewln_l eng. plans for filter
Housekeepln_ good

Sodium carbonate and

All connections metered

Hydrants for flushing only

Water clarity ,_ __ __

System free of leaks

_Access road adequate ..................
Ability for service area to /

.expand ............ A .......... J _]

In_n2__eCtionTestjnB Results ..............................................
_allty Test F Result 1 Comments

I Type ITN_I_ 2--IT6_E-- 1

....
Additional Comments:

PAD Notice malted to customers on 05/09/06. CWS investigatin_ en_ineerin_ options for treatment of PAD. Consumer,
Charles [ ucas, 213 Oak Top Court 739-2773, contact ORS to meet and have water tested.

4

Some development possible
I



EXHIBIT DASH-4

ORS WASTEWATER SYSTEM INSPECTION REPORT

~lns ection Oyeryiewl Glenn V~iHa e
Date Inspected:
Inspector Name:
Docket Number:
Utility Name:
Utility Representative:
Number of Customers:
System Type icoaeclfon, farce main, lagoon, elci:
l,ocation of System:
Location of Utility Office:
Treatment Type:
Permit En

Last SC DHEC Compliance Rating:
Frequency checked by WWTF Operator:
Drinking Water Provider;

05/17/06
Dawn I lipp
2006-92-WS
Carolina Water Service, Inc,
Mac Mitcheg/Tony Euinger
221
Cogection, Forced Aiain, Activated Siudge Plant
Lexington County
West Cohlmbia, SC
Activated Sludge process
SC0030651
Satisfactory
Daily - Operator Name: Mike 2eise
Carolina Water Service, Inc.

Ins ection Results
System Components ~lns ected
Chlorinator1

2 Other chemicals in use
Aerators present
Plant fenced and locked

Yes
X
X

X

Comments
injection
Sodium thiosulfate
Various sizes and diffusers

9
10

12
13

15
16
17
18
19
20

Warning~si ns Visible
Fence in good condition
~DIkes In ood condition
Odor non-existent or limited
Grass mowed
Duckweed/Algae acceptable
Grease build. up acce tabler
Plant free of debris
EfAuent Color acceptable
Lift Stat~lens resent
Failure Warning System adequate
Electric Wiring adequate
System free of leaks
System free of overflows
Access road adequate
Abihty for service area to expand

NA

X
NA

X
X
X

X

NA

NA

Normal appearance
Static screen process. Plant housekeeping good.
Clear
2 Lift Stations

Limited expansion potential

Additional Comments:

Rerentiy installed new inflow pumps
Discharges to tributary
System built in 1970's

EXHIBIT DMH-4

ORS WASTEWATER SYSTEM INSPECTION REPORT

Inspec_tion Overview: Glenn Villa_9-
Date Inspected:

Inspector Name:
Docket Number:

Utility Name:
Utility Representative:
Number of Customers:

System Type (collection, force main, lagoon, ere),"
t.ocation of System:
Location of Utility Office:

Treatment Type:
Permit #:

Last SC DttEC Compliance Rating:
Frequency checked by WWTF Operator:
Drinking Water Provider:

05117/06

Dawn ttipp
2006-92-WS

Carolina Water Service, Inc,

Mac Mitchell/Tony Eilinger
221

Co|iection, Forced A_ain, AcUvated Sludge Plant
Lexington County
West Columbia, SC

Activated Sludge process
SC0030651

Satisfactory"

Daily- Operator Name: Mike Zeise
Carollna Water Service, Inc,

_ection Results

System Components Ins_oected
Chlorinator
Other chemicals in use

Aerators present
Plant fenced and locked

Warning Signs Visible
Fence in.good condition

Dikes in good condition
Odor non-existent or limited
Grass mowed

Duckweed/Algae acceptable

Grease build- up acceptable
Plant free of debris

Effluent Color acceptable
Lift Stations present

Failure Warning System adequate
Electric Wiling adequate
System free of leaks
System free of overflows

Access road adequate

_bility for service area_e-xp-a-nd-_---_

Additional Comments:

No Comments

Injection
Sodium thiosulfate
Various sizes and diffusers

NA

NA

Static screen process. Plant housekeeping good.
Clear

2 Lift Stations

Limited expansion potential

Recently installed new inflow pumps
Discharges to tributary
System built In 1970's

5
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EXHIBIT II/AH-4

ORS WATER SYSTEM INSPECTION REPORT
In~section Overview; Hunter's Glen
Date Inspected: 05/18/06
Inspector Name: Dawn Hipp
Docket Number: 2006-92-WS
Utility Name: Carolina V/ster Service, Inc.
Utility Representative: Tony Eilinger
Number of Customers: 93
System Type (disuibuuon, well, ctrl: Weil system with storage
Location of System: Ramblewood Road, Aiken County
Location of Utility Office: West Columbia

Treatment Type: Chiorination
Permit //: 0250005
Last SC DHEC Compliance Rating; Needs Improvement (04/13/05I - Cross Connection Control

and Certified Operator
Frequency checked by Licensed Daily: Charlie Gunter
Operator:
Wastewater Provider: Septic
Ins ection Overview

2
3

3a

3b

8
9
10

12
13
14
15
16

System Components
Inspected

Weg Sites

Pump Houses
Storage Tank
Storage Tank

Storage Tank
Chlorinator
Other Chemic ais in use
Meters
Fire Hydrants
Electrical Wiring acceptabie
Piping acceptable
Water free of air
Water free of sand
Water clarity
System free of leaks
Water free of observed odor
Access road adequate
Abiiity for service area to

~ex and

Specific
Type

Bored

Varied
Pressurized
Non-

Pressurized
Overhead

Yes
Flushing only

PSI

50

Capacity

30
gpm/130

gpm

10K

Compliance

Yes

X
NA NA

NA NA

X
X

Comments

Well //1 is off-line. Booster
pumps use for transmission in
looped system.

Housekeeping good
1 tank off line

Soda ash and phosphates
All connections metered
Hydrants for flushing only

None observed
None observed
None observed
None observed
None observed

Some development possible

ns ection Testln Results
Water Quality Test

TufbszlltyTR1
TR2 Color

Result

NA ~NA

INA NA

Comments

Site not selected for testing
Site not selected for testing

Additional Comments:
Customer base includes residential and church/school.

ORSWATERSYSTEMINSPECTIONREPORT
Ins_p_..e_tJon._Overview: Hunter'sGlen
Date Inspected:
Inspector Name:
Docket Number:

Utility Name:
Utility Representative:
Number of Customers:

System Type (distribution, well, etc]:
t.ocation of System:
Location of Utility Office:

Treatment Type:
Permit #:
Last SC DHEC Compliance Rating:

Frequency checked by Licensed
Operator:
Wastewater Provider:

Inspection Overvle. w.
System Components

inspected

1 WeLl Sites

_? I Pump Houses
Storage Tank

3a I Storage Tank

3_ Storage Tank
4 _ Chlorinator

5] Other Chemicals in use

b I Meters

I Fire Hydrants
-_E(ectdcalWidn,

Piping acceptable

i t I Water free of sand

_ Water clarity

_13_Systemfreeofleaks
"Y4-]W_rf_obse_-ved odor
15_ Access road adequate

1-6"_ Ability for service area to

.... e_2a_nd_.

Inspection Testing Results

TR_

TRj

05118106

Dawn Hipp
2006-92-WS

Carolina Water Service, Inc.
Tony Ellinger
93

Well system with storage
Rambiewood Road, Alken County
West Columbia
Chlorination
0250005

Needs Improvement (04/13105} - Cross Connection Control
and Certified Operator
Daily: CharUe Gunter

Septic

Specific Capacity Compliance

Type ; N_--

Bored 30

gpm/130
gpm

Varied

Pressurized 10K
Non- NA
Pressurized
Overhead NA

Yes

Flushing only

Water qualityTest_ ....... _- -]

Turbidity I NA ] NA ]

Corer ] NA- [NAT.--'7_

EXHIBIT DMH-4

Comments

Well#1 isoff-line. Booster
pumps use for transmission In
looped system..

Housekeeping good
1 tank offline

Soda ash and phosphates
All connections metered

Hydrants for flushing only

None observed

None observed

None observed

None observed
None observed

X

X Some development possible

Comments

Site not selected for testing

Site not selected for testing

Additional Comments:

Customer base includes residential and church/schooL



EXHIIIIT DMH-4

ORS VYASTEWATER SYSTEM INSPECTION REPORT

Ins ection Overview: 1-20 Plant-Laurel Meadows Eland DeY~ea Rd, Sites
Date Inspected:
Inspector Name:
Docket Number:
Utility Name:
Utility Representative:
Number of Customers:
System Type {golleguon, force main, ldsoon, etc)l
Location of System:
Location of Utility Office:
Treatment Type:
Permit ¹;
Last SC DHEC CompUance Rating;
Frequency checked by WWTF Operator:
Drinking V/ater Provider:

05/17/06
Dawn Hipp
2006-92-WS
Carolina Water Service, Inc.
M. Mitchell

Coilection, forced main, lagoon
Hwy 378, Lexington County
West Columbia, SC

Biological Treatment using aerated lagoon
SC0035564
Unsatisfactory (02/01/06)
Daily - Operator Name: Charlie Gunter
CWS

Ins ection Results
system~Gum onents Inspected

1 Chiorinator
2 Other chemicals in use
I A p t
4 Plant fenced and locked
5 Warning Signs Visible

Fen~ce in ood condition
Dikes in good condition

8 Odor non-existent or limited
9 Grass mowed

td p~kdlkt pt bl

b ~Id- I bl

12 Plant free of debris
13 Effluent Color acceptable
14 Lift Stations present
lb~Fit b I 3 * dq

Yes No Comments
Chlorine gas
Sodium thiosulfate
17 operate on timer (4 aerators not operating)

Back pond is dosed to V/W - storm water only

Normala earance
d Ib «p . Pl 3 ~king d.
Gear
30+lift stations located throughout~sstem

16
17
15
19
20

Electric Wiring adequate
System free of leaks
5~stem free of overflows
Access road adequate
Ability for service area to expand DHEC moratorium on taps due to continued discussions~

under the 201/708 plan

Additional Comments:

*'Note: Evaluation complete for Laurel Meadows EQ facility and Devega Road contact chamber only.

Outfall on Saiuda River.
Permitted for 800 gpd

EXHIBITDMH-4

ORSWASTEWATERSYSTEMINSPECTIONREPORT

Inspection Overview: 1-20 Plant-Laurel Meadows_EQ and DeVe_ Rd, Sites

Date Inspected:

Inspector Name:
Docket Number:

Utility Name:
UUlity Representative:
Number of Customers:

System Type {collection, force maln_ lagoon, etc):

Location of System:
Location of Utility Office:
Treatment Type =
Permit #:

Last SC DHEC Compliance Ratlng:

Frequency checked by WWTF Operator:
Drinking Water Provider:

05117/06

Dawn Hipp
2006-92-WS

Carolina Water Service, tnc.
M. Mitchell

Collection, forced main, lagoon

Hwy 378, Lexington County
West Columbia, SC

Biological Treatment using aerated lagoon
SC0035564

Unsatisfactory (02101106)

Daily - Operator Name: Chariie Gunter
CWS

Inspection Results

System Components Inspected
Chlorinator

Other chemicals in use

Aerators present
Plant fenced and locked

Warning Signs Visible

Fence in good condition
Dikes in good condition
Odor non-existent or limited

Grass mowed

Duckweed/Algae acceptable

Grease build-up acceptable
Plant free of debris

Effluent Color acceptable

Lift Stations present

Failure Wamlng System adequate
Electric Wiring adequate

System free of leaks

Ssvs_m free of overflows
Access road adequate

Ability for se_x4ce area to expand

No'- -Comments

Chlorine gas
Sodlumthiosuifate

17 operate on timer (4 aerators not operating)

Back pond is closed to WW - storm water only

.... _rance
Manual barscreen process. Plant housekeeping good. _
Clear

30+flit stations located throughout_ .............

,_-- DHEC moratorium on taps due to continued discussions

...... under the 2011208 l_l_al_...................

Additional Comments:

*'Note: Evaluation complete for Laurel Meadows EQ facility and DeVega Road contact chamber only.
Outfall on Saluda River.

Permitted for BO0 gpd
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ORS WATER SYSTEM INSPECTION REPORT

Inspection Overview: Indian Fork/Forty Love
Date Inspected: 05/17/06
Inspector Name;
Docket Number:

Utility Name:
Utility Representative:
Number of Customers:
System Type (dlstrlbution, well, etc):
Location of System:
Location of Utility Office:
Treatment Type:
Permit It:
Last SCDHEC Compliance Rating;
Frequency checked by Licensed
Operator:
Wastewater Provider':

Inspection Overview __
System Components

Inspected

Dawn Hipp
2006-92-WS
Carolina Water Service, Inc.
M. Mitchell/Harry Elkins
170
Well system with storage
Lexington County
West Columbia
Chlodnation/pH adjustment/softener
3250066
Satisfactory
Daily - Operator Name: Harry Elkins

Town of Chapin/Richland County

m

Specific # PSI [ Capacity Compliance

Type Ye_- N_--

EXHIBIT DMH-4

Comments

_W-e[tSil:es Bored

Pum_Houses Varied
StorageTank Pressurized

Storage Tank Non-
Pressurized

Storage Tank Overhead
Chlorinator

Other Chemicals in use
Meters Yes
Fire Hydrants No
ElectdcalWidngacceptable

Piping acceptable
Water free of air
Water free of sand

-Water clarity

System free of leaks
Water free of observed odor
Access road adequate
Ability for service area to
expand

-4- 5_

4
4

m__

____]

Well #1

_ 4_ __2pm__

_Result

I 27 units_j rotor

X 8 wells/3 operating
Inspection on We/Is #1, 2, 3

--X- .... House keeping good
.... 1-10K online anc_5-K tank

off line

-- All wells looped to 1
treatment area on Hiller

__ Road
: X Soda ash, potassium

X

X __ Flushing hydrants
X
X .....

X Slight air at sample point
X

--x
X
X
X

I-X- .... New house construction, present,

Comments
Sample point after treatment at Hiller Road,
welts looped and treatment applied at 1 location.]
Air bubbles present in sample. J

8



EXHIBIT DMH-4

Additional Comments:
i) Wells are looped to maintain sufficient capacity and pressure on system. Treatment for all water done at Hiller

Rd. site.
2) Housekeeping was good,
3) 2 wastewater lift stations owned/operated by CWS

EXHIBIT DMH-4

Additional Comments:

I) Wells are looped to maintain sufficient capacity and pressure on system.
Rd. site.
2) Housekeeping was good,
3) 2 wastewater lift stations owned/operated by CWS

Treatment for all. water done at Hilter
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ORS WATER SYSTEM INSPECTION REPORT

Inspect|on Overview: Indian Pines
Date Inspected: 05/19106

Inspector Name;
Docket Number;
Utility Name:

Utility Representative:
Number of Customers:

System Type (distributlon_welt, etc):
Location of System:
Location of Utility Office:

Treatment Type;
Permlt #:

Last SC DHEC Compliance Rating:

Dawn Hipp
2006-92-WS
Carolina Water SenAce, Inc.

Tony Eit|nger
17

Welt. system with storage
St. David's Church Rd, Lexington County
West Columbia

Chlorination

3250051

Satisfactory(01109106)

EXHIBIT DMH-4

Frequency checked by Licensed
Operator:
Wastewater Provider;

Inspection Over,dew

1

m

2

3

3a

3b

4

Daily: Yon Bowen

r_

System Components
Inspected

Septic

Specific PSI
Type

45Weti Sites Sand

Pump Houses Varied
Storage Tank Pressurized

Storage Tank Non-
Pressurized

StoraBe Tank Overhead
Chlorinator

Other Chemicals in use

Meters Yes

Fire Hydrants Flushing only

Capacity

16

_pml6

gpm

6000

Compll_e-- T Comments

I

_- Wells blended before treatment

to keep PAD within limits

: I Tank condition good. Pafnted in

i 2005. Tank is pressure checked
each year.

- NA ....

5

6

7

10

11
12

ElectdcalWidng acceptable

_Piping acceptable
Water free of air

Water free of sand

Water clarity

13 System free of teaks

]4__ed odor

15 I Access road adequate- --
i6 I Ability for service area to-

_ I expand

Ins )ection TestInR Results ......

--- _tY Test l_ Type ReiultTR_ I Turbidity NA NA
TR2 I Color NA NA

.i

Soda ash and phosphates

I All connections metered

__.rants for flushing only

/
I None observed

-- I None observed
i None observed

--_ None observed

i-__I'°°°d° ei° mentp°'sib'°

CommentsSite not selected for testing

Site not selected for testln8

Additional Comments:

10



EXHII)IT DMH-4

ORS WASTEWATER SYSTEM INSPECTION REPORT

~lns ection Overview, Oakland Plantation
Date Inspected:
Inspector Name:
Docket Number;
Utility Name:
Utility Representative:
Number of Customers:
SyStem Type (coiiecuon, force main, Iaaaon, etc):
Location of System:
Location of Utility Office:
Treatment Type:
Permit //r

Last SC DNEC Compliance Rating:
Frequency checked by WV/TF Operator;
Drinking Water Provider:

05/17/06
Dawn Hipp
2006-92.WS

Carolina Water Service, Inc.
RL k(itche((, R. Plummer
397
Coilection/Aerated lagoon
Sumter County {behind Shaw AFB)
West Columbia, SC
Gravity flow to aerated lagoon/Chlor1nation and dechlorination
SC0030678
Satisfactory (03/14/05)
Daily - Operator Name: Randall Plummer
Uti(ities Services of SC, Inc.

Ins ection Results
aa c pelt g
Chlorinator
Other chemicals in use

Ves No Comments
Liquid injection
De«hler(nation using sodium thiosulfate

3
4

10
11
12
13

15

17

19
20

Aerators present
Plant fenced and (ocked
Warmng Signs Visible
Fence in good condition
Dikes in good condition
Odor non-existent or limited
Grass mowed
Duckweed/Algae acceptablea~bid. p « tn
Plant free of debris
Effluent Coior acceptable
Lgs i z
Failure Warning System adequate
Electric Wiring adequate
System free of leaks
System free of overflows
Access road adequate
Abil~it for se&vice area to expand

2 //I(xers and 3 Aerators operating using timers

Cement co((ar/Iin(n~

Foam and so(ids in EQ basin
Foam buT(d up

Clear
1 lift station in Oakland Plantation

23 taps available

Additional Comments;

Plant components include EQ basin, horizonta( clarifier and digester.
Sludge wasting each week per Randall.
Repairs indude replacement of lines with PVC piping, man hole covers.
Customer base inc. ludes apartment buildings.
System built in 1960's

EXHIBIT DMH-4

ORS WASTEWATER SYSTEM INSPECTION REPORT

In_q_ection Overview: Oakland Plantation
Date Inspected: 05117/06

Inspector Name:
Docket Number:
Utility Name:
Utility Representative:
Number of Customers:

System l_/pe (collection, force main, lagoon> etc):

Location of System;
Location of Utility Office:
Treatment Type;
Permit #:
Last SC DHEC Compliance Rating:
Frequency checked by WWTF Operator:
Drinking Water Provider:

Dawn Hipp
2006-92-WS
Carolina Water Service, Inc.
M. Mitchell, R. Plummet
397
CoilectlonlAerated lagoon
Sumter Cmmty (behind Shaw AFB)
West Columbia, SC
Gravity flow to aerated lagoonlChtodnation and decMorinatlon
SC0030678

Satisfactory (03114105)
Daily - Operator Name: Randall Plummer
Utilities Services of SC, Inc.

Results

ponents Inspected
Chlorinator
Other chemicals in use

Aerators present
Plant fenced and locked

Warning Signs Visible
Fence in good condition

good condition
Odor non-existent or limited
Grass mowed

lae acceptable
Grease build-up acceptable
Plant free of debris
Effluent Color acceptable

Lift Stations present
Failure Warning System adequate

Wiring adequate
free of leaks
free of overflows

; road adequate
' for sepAce area to expand ....

eT_ comments
Liquid injection

._I" [Dechlodnationusing sodiumthiosu[fate
2 Mixers and 3 Aerators operating using timers

..... I Cement collarlilnln_

----_ Foam and solids in EQ basin

Foam build.up

Clear
1 lift station in Oakland Plantation

Additional Comments:

Plant components include EQ basin, horizontal ciadfier and digester.
Sludge wasting each week per Randall.
Repaffs include replacement of lines with PVC piping, man hole covers.
Customer base includes apartment buildings,
System built in 1960's

1l
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EXHIBIT DMH-4

ORS WATER SYSTEM INSPECTION REPORT

I_nspectton Overview: Peachtree Acres
Date Inspected: O5/t7/06
Inspector Name;
Docket Number:

Utility Name:
Utility Representative;
Number of Customers:

System Type (dlstr_b_tion, well, etc):
Location of System:
Location of Utility Office;

Treatment Type:
Permit #:

t,ast SC DtlEC Compliance Rating:
Frequency checked by Licensed

Operator:
Wastewater Provider:

Dawn Hipp
2006-92-WS
Carolina Wates Service, Inc,

M. Mitchell/Tony EItinger
49

Well system with storage
Hwy #7, Lexington County
West Cotumbia
Chlorinatlon

3250045

Satisfactory
Daily - Operator Name: Von Bowen

Septic Tanks

)ection Overview

System Components Specific
Inspected Type

Bored

Pump Houses Varied

Storage Tank Pressurized

Storage Tank Non.
Pressurized

Storage Tank Overhead
Chlorinator

_emicais in use

Meters Yes
No

Electdca[Widn8 acceptable

Water free of air
Water free of sand

stem free of leaks

Water free of observed odor

Access road adequate

Ability for serwce area to
I

Comments

HousekeepingBgod_d .......
Tank to be replaced in next

/ear

Soda ash

Ins i ection Testing Results

Water Quality Test I ----Result [ Comments 1

Additional Comments:
12
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EXHIBIT DMH-4

ORS WATER SYSTEM INSPECTION REPORT

Inq_ection Overview: Pocalla

Date Inspected:
Inspector Name:
Docket Number:

Utility Name:

Utility Representative:
Number of Customers:

System Type (distribution, wetl retc):
Location of System:
Location of Utility Office:

Treatment Type:
Permit #:

Last SC DHEC Compliance Rating;

Frequency checked by Licensed
Operator:
Wastewater Provider:

)ection Overview

System Components
Inspected

05117106

Dawn Hipp
2006-92-W5

Carolina Water Service, Inc,
M. MitchelUR, Piummer

103

Well system with storage
Sumter County
West Columbia

Chlorination, corrosion Inhibitor, pit adjustment
4350007
Satisfactory (01/19105}

Daily - Operator Name: Randall Plummer

CWS

Specific
Type

Welt Sites Bored

Pump Houses BHck

Storage Tank

Pressudzed

Non-
Pressurized

e Tank Overhead

Chlorinator
Other Chemicals in use

Meters Yes '

Fire liydrants Flushing

Electrical Wiring acceptable

Piping acceptable
of air

Water free of sand

System free of teaks
Water free of observed odor

Access uate

Ability for service area to
i

# PSI Capacity

2 50 150 _pm

=__ __

2
1 7500

O

0

Comp_a_ Comments

-- No --I

'Wells mix prior to
treatment

...... _'Good condition

--NA

---_Phh_phates, soda ash

All customers metered

 lushingonly

......... f

...... { .....................

....... _ Few taps remain

Ins I _ection Testin_ Results

--" Water QualttyTest t

........

Resuff

Additional Comments:

Comments

Sample drawn post tre_e_n-t -
No observed color,

13



EXHIBIT DMH-4

ORS WASTEWATER SYSTEM INSPECTION REPORT

l~ri 0 ':p
Date Inspected:
inspector Name:
Docket Number:
Utility Name;
Utihty Representative:
Number of Customers:
System Type icoiroctroo, force malo, lagoon, orc):
Locatioh of System;
Location of Utility Office;
Treatment Type:
Permit Fn

Last SC DHEC Compliance Rating:
Frequency checked by WWTF Operator:
Drinking Water Provider:

Ins ection Resuits
System Com onents inspected

1 Chlorinator
2 Other chemicals in use
3 Aerators present
4 Plant fenced and locked
5 Warning Signs Visible
6 Fence in good condition
7 Dikes in good condition
8 Odor non-existent or limited

05/17/06
Dawn Hipp
2006-92-WS
Carolina Water Service, inc.
M. Mitchell/R. Plummer
103
Collection/gravity flow/plant
Sumter County IHwy 15)
West Columbia, SC
Activated sludge
SC0030724
Satisfactory (03/14/05)
Daily -Operator Name: Randall Plummer
CW5

Yes No Comments
Liquid

Dechlorination: sodium thiosu(fate
Aerators and diffucers throughout plant

C p d~htl ' a

9 Grass mowed
10 Duckweed/Algae acce table
11 Grease build. u acc~etabte
12 Plant free of debris
13 Effluent Color acceptable

NA NA None observed

Slight greenish color due to new plant being brought on.
Une

14 Lift Stations present
15 Failure Warning System adequate
16 Electric Wiring adequate
17 ~Sstem I'ree of leaks
18 System free of overflows
19 Access road adequate
20 Ability for service area to expand

Additionai Comments,

X All gravity flow

Upgrade of entire plant completed in April 2006.
Closure of lagoon in process,
Clarifier is traveung bridge system
Sand filter to reduce TSS

14

ORS WASTEWATER SYSTEM INSPECTION REPORT

Inspection Overview: Pocalla
Date Inspected:
Inspector Name:
Docket Numberl

Utility Name:
Utility Representative:
Number of Customers:

System Type (collection,force matn, lagoon,etc}:
Location of System:
Location of Utility Office:
Treatment Type:
Permit #:
Last SCDHEC Compliance Rating:
Frequency checked by WW'TF Operator:
Drinkin_l Water Provider:

05/17/06
Dawn Hipp
2006-92-WS
Carolina Water Service, Inc,
M. _,itchelllR. Plummer
103
Collection/gravity flow/plant
Sumter County (Hwy 15)
West Columbia, SC
Activated sludge
SC0030724

Satisfactory (03/14105)
Dall,y - Operator Name: Randall Plummer
CWS

EXHIBIT DMH-4

7

8_
9

t0
tl
12
13

_14

t5
16

1S_
18
19

System Components Inspected
I Chlorinator
2 Other chemicalsln use

3 Aerators present
--_I Plant fenced and locked

55_ Warning Signs Visible
6 Fencein good condition

Dikes in !_ood condition
Odor non-existent or limited
Grass mowed

Duckweed/Algae acceptable
Grease build-up acceptable
Plant free of debris

Effluent Color acceptable

Lift Stations present
Failure Warning System adequate
Electric Wiring adequate
System freeof leaks
System free of overflows
Access road adequate
Ability for service area to expand

Yes No Comments
X Liquid
X Dechlodnation: sodium thiosulfate

X Aerators and diffusers throu_]hout plant
X
X
X
X
X
X
NA
X
X
X

X
X
X

IX
X

Concrete apron around the equalization ba "l

HA None observed

Slight greenish color due to new p{ant bein brought on-
Une

X AIl gravity flow

!

Additional Comments:

Upgrade of entire plant completed in April 2006.
Closure of lagoon in process,
Clarifier is traveling bridge system
Sand filter to reduce TSS

]4



EXHIBIT DMH-4

Location of System:
Location of Utility Office:
Treatment Type;
Permit //I

Last SC DHEC Compliance Rating
Frequency checked by Licensed
Operator:
Wastewater Provider;
Ins ection Overview

CWS

ORS WATER SYSTEM INSPECTION REPORT
~lns ection Overview: River Hills
Date Inspected; 06/01/06
Inspector Name: Dawn Hipp
Docket Number: 2006-92-WS
Utility Name; Carolina Water Service, Inc.
Utility Representative: M. Mitchell
Number of Customers: Approx. 3197
System Type {drstrtbuuon, weft, etc): Distribution, purchased water from York County iwhic;h is

purchased from Rock Hill)
Hwy. 49, York County
West Columbia
NA

4650006
Satisfactory I09/29/05)
Daily: Dick Hinson

System Components
Inspected

Specific
Type

PSI Capacity

Yes No

Compliance Comments

Welt Sites NA NA Purchased from York County

3a

3b

10

12
13
14
15
16

Pump Houses
Storage Tank
Storage Tank

Storage Tank

Chlorinator
Other Chemicals in use
Meters
Fire Hydrants
Electricai Wirin ancetable
Piping acceptable
Water free of air
Water free of sand
Water clarity
~sstem free of leaks
Water free of observed odor
Access road~ade uate
Ability for service area to
expand

Pressurized
Non-

Pressurized
Overhead

Yes
Flushing only

NA NA

NA NA

NA NA

NA

NA

NA NA

X

X

X

X
X

Elevated tank owned by CWS
but leased to York County

All connections metered
Hydrants for flushing only

None observed
None observed
None observed
None observed

None observed

Some development possible

Ins ection Testin Results
Water Quality Test

Type
Result Comments

TurbidityTR1
TR2 Color NA

NA Site not selected for testing
Site not selected for testing

Additional Comments:
System is distribution only Purchased water from York County.

15

ORSWATERSYSTEMINSPECTION REPORT

Inspection Overview: River Hills
Date Inspected:
inspector Name:
Docket Number:
Utility Name:
Utility Representative:
Number of Customers:

System Type (distribution,well, etc):

Location of System:
Location of Utility Office:
Treatment Type:
Permit #;
Last SCDHEC Compliance Rating:
Frequency checked by Licensed
Operator:
Wastewater Provider:

view

System Components
Inspected

06101106
Dawn Hlpp
2006 92-WS
Carolina Water Service, Inc.
M. Mitchell
Approx. 3197
Distribution, purchased water from York County (which is
purchased from Rock HiU)
Hwy. 49, York County
West Columbla
NA
4650006

Satisfactory (09129/05)
Daily: D_ckHinson

CWS

Specific PSi Capacity
Type

I WeU Sites
2 ,Houses

Storage Tank Pressurized
3a I Storage Tank Non-

Pressurized

Storage Tank Overhead

4 _Chlodnator
--4

I Other Chemfcalsin use
J Meters Yes

-, I Fire Hydrants Flushing only

g I Piping acceptable
10-[Water free of air
"T1-'[ Water free of sand

_'l Water ctadty

TJ-_ S_stem free of leaks
14 I Water free of observed odor

15-_'A¢cess road adequate
]6 I Ability for service area to

EXHIBIT DMH-4

Compllanc_]

-_IA'-I Purchased from York County

NA I

Comments

NA I ..................
._i

NA

.u

NA Elevated tank owned by CWS

but leased to York County

NA
NA

All connectionsmetered

Hydrants for flushing only

I___

None observed

None observed

..... Noneobserved
Noneobserved

..... + Noneobserved

f

Inspection Testln_ Results

I Water Quality Test I "-_|t-----_ ................... _n]_ ............... ]

L_? pe .I
Additional Comments:

System is dlstHbutlon only. Purchased water from York County.
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EXHIBIT DMH-4

ORS WASTEWATER SYSTEM INSPECTION REPORT

~lns ection Overview; River Hiiis
Date inspected:
Inspector Name;
Docket Number:
Utility Name:
Utility Representative:
Number of Customers:
System Type {rehection, farce raaln, lagoon, etc);
Location of System. '

Location of Utility Office'.
Treatment Type:
Permit //;

Last SC DHEC Compliance Rating:
Frequency checked by WWTF Operator:
Drinking Water Provider:

Ins ection Results

06/01/06
Dawn Hipp
2006-92-WS
Carolina Water Service, Inc. .
M. Mitchell

Lift stations
York County
West Columbia, SC
Purchased Treatment from York County
NA

NA

NA

CWS {purchased water)

System Components Inspected
Chlorinator
Other chemicals in use
Aerators present
Plant fenced and locked
Warning Signs Visible
Fence in good condition
Dikes in good condition
Odor non-existent or limited

Yes No
NA NA

NA NA

NA

X
X
X
NA NA

Comments

Lift Station site evaluated
Lift Station site evaluated
Lift Station site evaluated

None observed at lift station
9

10
11
12
13
14
15
16
17
18
19
20

Grass mowed
Duckweed/Algae acceptable
Grease build-up acceptable
Plant free of debris
Effluent Color acceptable
Lifts i m t
Failure Warning System adequate
Electric Wiring adequate
System free of leaks
System free of overflows
Access road ade uate
Ability for service area to expand

NA

NA

X
NA

X

X

X
X

NA

NA

36 Lift stations in River Hills
Mission system

Additionai Comments:
Sewer treatment purchased from York County.
CWS leases EO, basin to York County.
Collection system improvements include manhole repair/re-lining
Customers biged sewer servir e based on water consumption.

I6

EXHIBITDMH-4

ORSWASTEWATERSYSTEMINSPECTION REPORT

Inspection Overview: River Hills
Date inspected:
Inspector Name:
Docket Number:
Utility Name:
Utility Representative:
Number of Customers:

System Type (collection, forcemaln_lagoon,etc)!
t.ocatlon of System:
Location of Utllity Office:
Treatment Type:
Permit #:

Last SC DHEC Compliance Rating:
Frequency checked by WWTF Operator:
Drinklng Water Provider:

Results

System Components Inspected
Chlorinator
Other chemicals in use

Plant fenced and locked
Warning Signs Visible

good condition
Dikes in good condition
Odor non-existent or limited
Grass mowed

Duckweed/Algae acceptable
Grease build-up acceptable
Plant free of debris

Effluent Color acceptable
Lift Stations present
Failure Warning System adequate
Electric Wiring adequate
System free of leaks

stem free of overflows

Access road adequ_at_e...............
Ability for service area to expand

Additional Comments:

Sewer treatment purchased from Yo_k County.
CWS leases EQ basin to York County.

06101106
Dawn Hipp
2006-92-WS

CaroUna Water Service, Inc.
M, Mitcheii

Lift stations

York County
West Columbia, SC
Purchased Treatment from York County
NA
NA
NA
CWS (purchased water)

Comments

NA

LiftStation siteevaluated
Lift Station site evaluated
Lift Station site evaluated

None obselved at lift station

36 Lift stations in Rivet Hills

_LMiSSiOn system

..... 4-- ...........................................

Collection system improvements include manhole repair/re-lining
Customers billed sewer service based on water consumption.
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EXHIBIT DMH-4

e ,

ORS WATER SYSTEM INSPECTION REPORT

In--Overview: Rock Bluff
Date Inspected:

Inspector Name:
Docket Number:

Utility Name:

Utility Representative;
Number of Customers:

System Type (distribution, well, etci:
| ocatton of System:
Location of Utility Office:
Treatment Type:
Permit #:

Last SC DHEC Compliance Rating:

Frequency checked by Licensed
Operator:
Wastewater Provider:

Inspection Overview .......
System Components

Inspected

Well Sites

Pump Houses
itorage Tank

Storage Tank

05119/06

Dawn ffipp
2006-92-WS

CaroLina Water Service, Inc.
Larry Carnish
21

Well system with storage
Williamsbur5 County
West CoLumbia

Chlorination'
4550001

Satisfactory (8103105)
Daily: G. Randall Ptummer

Septic

Specific PSI

Type

Bored 45

Brick

Pressurized 55-
Non-
Pressurized

Capacity Compliance

Yes

405pm X
X

3000 x__
NA i

Meters Yes

Comments

No

Housekeeping _lood

.... Tank %ondltio_r!.g%od:..............
NA

Storage Tank Overhead _ ......... NA I NA
Chl,odnator x i

Other Chemicals in use _ _ _NA--

Fire Hydrants Flushing only
Electrical Wiring acceptable

Piping acceptable .............
Water free of air

Water free of sand

=

= t

X I -- Atlconnectfons metered

"_ ---- Hydrants for flushing only

X J None observe(]
-_--I--- _d
-_-_ ..... _'a7
-_-- None observed

X I None observed
_----_ __

x I

_--_ ..... Some development possible.30
taps left

Comments

Site not selected for testing
Site not selected for testing

Water clarity

System free of leaks
Water free of observed odor

-X(:_e_-r_quate
AbiLity for service area to -'"

expand ..................

Ins }ection Testin.R Results

I Water Quality TeSt _ Result

TR2_£Color [NA ....
Additional Comments:

System has telemetry monitoring system.

17



EXHIBIT DMH-4

ORS Y/ASTEWATER SYSTEM iNSPECTION REPORT

~na 0 t:R,lto c
Date Inspected:
Inspector Name:
Docket Number;
Utility Name:
Utility Representative.
Number of Customers:
System Type (conectlon, force main, lagoon, etc)
Location of System:
Location of Utility Office:
Treatment Type:
Permit i/:
Last SC DHEC Compliance Rating;
Frequency checked by WWTF Operator:
Drinking Water Provider:

05/18/06
Dawn Hipp
2006-92-V/S
Carolina Water Service, Inc.
Tony Ellinger

Collection, Package Plant
Hwy 601, Orangeburg County
West Columbia, SC
Biological Treament
SC0079645
Satisfactory
Daily - Operator Name: J. Russeg Wright
Orangeburg DPU

Ins ection Results

1
'2

10
11
12
13
14
15
16

18
19
20

S stem Components Inspected
Chlorinator
Other chemicals in use
Aerators present
Plant fenced and locked

Warning Signs Visible
Fence in good condition
Dikes in good condition
Odor non. existent or limited
Grass mowed
Duckweed/Algae acceptable
Grease build-up acceptabie
Plant free of debris
Effluent Color acceptable
Lift S~tatlons resent
Fanure Warning 5~stem adequate
a «ki ac~la d

System free of leaks
System free of overflows
Access road adequate
Ability for service area to expand

Yes No
X

'X

X

NA NA

X
NA

NA NA

X

X

Comments
Liquid injection
Sodium thiosulfate
Various sizes, diffusers, mixers

Normai appearance
Manual bar screen process. Plant housekeeping good.
Clear
No lift stations on system

Limited expansion potential. Service area includes
apartments and medical center.

Additional Comments

System was bunt in 19?0's
Piping is ductile iron
Apartment Complex, owned by HUD, owns and maintains the cogection system extending past the CWS fenced area
serving the customers.
Grease build-up in system continues to be a problem. CWS routinely TV and jets mains.

EXHIBIT DMH-4

ORS WASTEWATER SYSTEM INSPECTION REPORT

In__/oection Overview: Roosevelt Gardens

Date Inspected:

Inspector Name:
Docket Number:

Utility Name:
Utility Representative:
Number of Customers:

System Type (collection, force maln, lagoon, et¢):

l.ocatlon of System:
Location of Utility Office:
Treatment Type:
Permit #:

Last SC DHEC Compliance Rating:

Frequency checked by WWTF Operator:

Drinking Water Provider:

05118106

Dawn Hipp
2006-92-WS

Carolina Water Service, Inc.
Tony Ellinger

Collection, Package Plant
Hwy 601, Orangebufg County
West Columbia, SC
Biological Treament
SC0029645

Satisfactory
Daily - Operator Name: J. Russell Wright

Orangeburg DPU

Results

pected
Chlorinator
Other chemicals in use

Aerators present
Plant fenced and locked

Warning Signs Visible
Fence in good condition

Dikes in good condition
non-existent or limited

Grass mowed

Duckweed/Algae acceptable

Grease build-up acceptable
Plant free of debris

Effluent Color acceptable

Lift Stations present

Failure Warning_Sj, stem adequate

Electric Wiring adequate
stem free ofleaks

System free of overflows

Access road adequate
Ability for service area to expand

Addltional Comments:

No

NA

Comments

Liquid injection
Sodium thiosulfate

Various sizes, diffusers, mixers

NA

Normal appearance

___ Manual bar screen process. Plant housekeeping good.
Clear

NA- No lift stations on system

t,imtted expansion potential. Service area includes

...... apa__n_ents and m__ica_Jl_¢ent_er...................

System was built in 1970's
Piping is ductile iron
Apartment Comp(ex, owned by HUD, owns and maintains the collection system extending past the CWS fenced area

serving the customers.
Grease build-up in system continues to be a problem. CWS routinely TV and jets mains.

18
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EXHIBIT DMH-4

,0
CA uv

ORS WATER SYSTEM INSPECTION REPORT

I ~t| 0 I:St
Date Inspected:
Inspector Name:
Docket Number:
Utility Name:
Utility Representative;
Number of Customers:
SyStem TyPe (dlslrlbuuon, well, etcI:
Location of System;
Location of Utility Office:
Treatment Type:
Permit ¹l
Last SC DHEC Compliance Rating:
Frequency checked by Licensed
Operator:
Wastewater Provider:

ate
05/17/06
Dawn Hipp
2006-92-WS
Carolina Water Service, Inc.
M. MitcheR/H. Elkins
131
WeR system with storage
Richland County
West Columbia
Chlorination
4050014
Satisfactory
Daily - Operator Name: Harry Elkins

Richland County

Ins ection Overview
System Components

Inspected
Specific

Type
¹ PSI Capacity Compliance

Yes No

Comments

3a

3b

9
10

12

14

Well Sites
Pum Houses
Storage Tank

Storage Tank

Storage Tank
Chlorinator
Other Chemicals in use
Meters
Fire Hydrants
Electrical Wiring acceptable
Piping acceptable
Water free of air
Water free of sand
Water clarity
System free of leaks
Water free of observed odor

Bored 3 45 63 gpm
Varied

Pressurized 1

Non-
Pressudzed
Overhead

Yes
No

NA

NA NA

3 wells, 1 inactive
Housekee ing good
1 10K tank, Tank to be
ainted.

Potassium, softeners

Flushing oniy

15
16

I

Ability for service area to
expand

Access road adequate

T
Ins ection Testin Results

Water Quality Test
Type

TR1 Turbidity
TR2 Color

Additional Comments:

Result

Well //3 Well ¹2
1 JTU 1 JTU

Comments

19

EXHIBIT DMH-4

ORS WATER SYSTEM INSPECTION REPORT

Inspectlon Overview: StoneRate
Date Inspected:
Inspector Name:
Docket Number:
Utility Name:
Utility Representative:
Number of Customers:

System Type (dl_trlbutlon, well, etc);

Location of System:
Location of Utility Office:
Treatment Type:
Permit #:
LastSC DHEC Compliance Rating:
Frequency checked by Licensed

Operator:
Wastewater Provider:

05117106
Dawn Hipp
2006-92-W5
Carolina Water Service, Inc.
M. Mitche|i/H. Elklns
131

Well system with storage
Richiand County
West Columbia
Chlorination
4050014
SatisfactonJ
Daily - Operator Name: Harry Elklns

Richland County

)ection Overview

System Components Specific

Inspected Type

Well Sites Bored
) Houses Varied

Storage Tank Pressurized

Storage Tank Non-
Pressurized

Storage Tank Overhead
Chlorinator
Other Chemicals in use
.Meters Yes

Fire Hydrants No
Electrical Wiring acceptable
Piping] acceptable
Water free of air
Water free of sand

Water clarity
System free of leaks
Water free of observed odor
Access road adequate
Ability for service area to --T_-----
expand

Inspection Testin_ Results

t Water Quality Test l --Result

Type i Well-#i- Well #2

TR_ Turbidity L I JTU I JTU
TR_ IE 5Color

Additional Comments:

# PSI Capacity

3 45 63 gpm
3
1

0

...... 1

Compliance

No

NA

NA

Comments

3 wells, 1 inactive
Housekeeping good

IOK tank, Tank to be
_alnted.

Potassium, softeners

.... Flushin_ only

_C- Comments

t

}9



EXHIBIT DMH-4

ORS WASTEWATER SYSTEM INSPECTION REPORT

Collection, forced main, activated sludge process
Hwy 6, Lexington County
West Columbia, SC
Activated Sludge/Chlorination and dechlorination
SC0027162
Unsatisfactory {03/29/05)
Daily —Operator Name: Mike Taylnr
CWS (purchased water)

ta 0 v: wt ~t/c dl
Date Inspected; 05/23/06
Inspector Name: Dawn Hipp
Docket Number: 2006-92-WS
Utility Name: Carolina Water Service, inc,
UtiBty Representative: Tony Ellinger
Number of Customers;
System Type (coiiecuon, force main, fagoon, aic):
Location of System:
Location of Utility Office:
Treatment Type;
Permit Fn

l.ast SC DHEC Compliance Rating:
Frequency checked by WWTF Operator;
Drinking Water Provider:

Ins ection Results
System Components Inspected

1 Chlorinator
2 Other chemicals in use
3 Aerators present

Plant fenced and locked
Warning Signs Vfsfble
Fence in good condition

7 Dikes in good condition
Odor non-existent or limited

Yes

X
NA NA

Comments
Chlorine gas
Sodium thiosulfate, pH and metal scavenger
Mixer and extended air

Hone observed
9

10
Grass mowed
Duckweed/Al ae acce table

X
NA

11 Grease build. up acceptable None
12
13

14

15
16
'I7
18

19
20

Plant free of debris
Effluent Color acceptable

Lift Stations present

Failure Warning System adequate
Electric Wiring adequate
System free of leaks
System free of overflows

Access road adequate
Abflity for service area to expand

X
X
X

Static screen
No color even though plant upset with red worm

roblem
15 lift stations, The Eandirigs cotlection system has
Letts tanks
System has mission system.

Overflow in 2004 resuiting in Consent Order 05-095-W.
Fine paid.

DHEC moratorium on raps within subdivision

Additiona( Comments:
EQ basin covered with floating tarp to eliminate odor.
Activated sludge plant with air scrubbers and odor abatement system.
Line repairs in RoNngwood subdivision due to Inflow/infiltration issues
Variable speed pumps

20

EXHIBIT DMH-4

ORS WASTEWATER SYSTEM INSPECTION REPORT

Inspection Overview: Watergate/Landtngs
Date Inspected: 05123106
inspector Name:
Docket Number:

Utility Name:
Utility Representative:
Number of Customers:
System Type (collection, force main t lagoon, etc):

Location of System:
Location of Utility Office:
Treatment Type:
Permit #:
Last SC DHEC Compliance Rating:
Frequency checked by WWTF Operator:
Drinking Water Provider:

Dawn ttipp
2006-92-WS
Carolina Water Service, Inc..
Tony Ellinger

Collection, forced main, activated sludge process
flwy 6, Lexington County
West Columbia, SC
Activated SludgelChlorlnation and dechlorinatlon
SC0027162
Unsatisfactory (03129105)
Daily - Operator Name: Mike Taylor
CWS (purchased water)

)ection Results

Inspected
Chlorinator
Other chemicals in use

Aerators present
Plant fenced and locked

Visible

Fence in good condition
Dikes in _ood condition
Odor non-existent or limlted

;smowed

Duckweed/Algae acceptable
Grease build-up acceptable
Plant free of debris
Effluent Color acceptable

Lift Stations present

Failure Warning System adequate
Electric Wiring adequate

free of leaks

System free of overflows

Access road adequate
Ability for service area to expand

No Comments
Chlorine 8as

..... Sodium thiosulfate, pH and metal scavenger
---- "Mixer and extended air

NA
None observed

None

Static screen
--N_" color even though plant upset with red worm

_ problem
15 lift stations. The Landings collection system has
Lettstanks

____ System has mission system.

-- Overflow in 2004 resulting in Consent Order 05-095-W.

Fine paid. ___ _

..... DHECmoratorium on taps within subdivision

Additional Comments:
EQ basin covered with floatln_ tarp to eliminate odor.
Activated sludge plant with air scrubbers and odor abatement system.
Line repairs in Rollingwood subdivision due to Inflowllnfiltration issues
Variable speed pumps

2O



EXHIBIT DMH-4

ORS WASTEWATER SYSTEM INSPECTION REPORT

~tb ti G,i, :G:ident c'kiu t bi
Date Inspected: 05/19/06
inspector Name: Dawn Hipp
Docket Number: 2006-92-WS
Utility Name; Carolina Water Service, Inc.
Utility Representative: Larry Carnish
Number of Customers: 265
System Type (Gouedtion, forCe tdkrn, lagoon, etdi: Collection, forced main, activated sludge process
Location of System: Waccamaw Rd, Georgetown County
Location of Utility Office: West Columbia, SC
Treatment Type; Activated Sludge/Chlodnation and dechlorination
Permit //: SC0030232
Last SC DHEC Compliance Rating: Unsatisfactory (02/08/05)
Frequency checked by WWTF Operator: Daily - Operator Name: Larry Carnish
Drinking Water Provider: Georgetown Co. Rural Comm. Water Dist,

Ins ection Results

. 2
3
¹

System Com onents Inspected Yes No

Chlorinator
Other chemicals in use
Aerators present
Plant fenced and locked

Comments
Chlorine gas

Mixers and extended air in tank

Warning Signs Visible
Fence in good condition
Dikes in good condition
Odor non-existent or limited
Grass mowed

X
X
NA

X
NA

Slight odors(or to chlorination

10
11
12

14

17
18
19
20

b k dibid ~*bt
G bi~idb bi
Piant free of debris
Effluent Co(or acceptab(e

Li ft Stations present
t it G i tii't ~dt
Electric Wiring adequate
System free of leaks
System free of overflows
Access road adequate
dbb t G i«~d

NA NA

X

X

Slight grease cause by plant upset after rain event
/t(anua( bar screen
Slightly c(oudy caused by rain event and delay in sludge
removal.
2 lift stations - 1 w/grinder~ump

50 taps avai(ab(e

Additional Comments;
Discharges to Sand Pit creek
Plant was 1 week overdue on its sludge removaL Average of 8600g of s(udge removed/month.
Plant upset evident due to rain and sludge level.
CWS is planning a 51.2 //t upgrade if interconnection to Georgetown County fails
Inflow/Infiltration a large problem in service area due to origina( construction of system by developer in the 1960's.
CWS progresses on the i/i study and replacement oi' problem sections of main. Plant is severe(y impacted by rain and
storm water run-off.

21

EXHIBIT DMH-4

ORS WASTEWATER SYSTEM INSPECTION REPORT

Inspection Overview: White's Creek/Lincolnshire

Date Inspected: 05119106
Inspector Name:
Docket Number:

Utility Name:

Utility Representative:
Number of Customers:

System Type (collection, force main, lagoon, etc):
Location of System:
Location of Utility Office:

Treatment Type:
Permit #:
Last SC DHEC Compliance Ratln_t:

Frequency checked by WWTF Operator:
DdnkinB Water Provider:

Dawn Hipp
2006-92-WS
Carolina Water Service, Inc.

Larry Carnish
265

Collection, forced main, activated sludge process
Waccamaw Rd, Georgetown County
West Columbia, SC

Activated SludgelChlorination and dechlorinatlon
5C0030732

Unsatisfactory (02108105)
Daily - Operator Name: [.any Camlsh

Georgetown Co. Rural Comm. Water Dist..

)ection Results

System Components inspected
Chlorinator

Other chemicals in use

Aerators present --_
"P_ant fenced and locked

Warning Signs Visible _____

Fence in _ood condition __j[ "Dikes in _ood condition ......
Odor non-existent or limited
Grass mowed

DuckweedlAl_ae acceptable _ I NA

Grease build.up acceptable ____-
Plant free of debris

Effluent Color acceptable

Lift Stations present

Failure Warning System adequate .........

Electric Wiring adequate

System free of teaks

System free of overflows

for service area to expand_d .....

Comments

Chlorine gas

Mixers and extended air in tank

Sli_-o-dor prior to chlorination

Slight _3rease cause by plant upset after fain event

Manual bar screen

Slightly cloudy caused by rain event and delay in sludge
removal.

2 lift stations- I wl_rinder pump

............................

Additional Comments:

Discha)ges to Sand Pit creek
Plant was t week overdue on its sludge removal Average of 8600g of sludge removed/month,

Plant upset evident due to rain and sludge level.

CWS is planning a $1.2 M upgrade if tnterconnection to Georgetown County fails
Inflow/Infiltration a large problem in service area due to original construction of system by developer in the 1960's,
CWS progresses on the ill study and replacement of problem sections of main. Plant is severely impacted by rain and
storm water run-off,

2!
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Exhibit C

BEFORE

THK PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2006-92-W/S

IN RE'.

Application of Carolina Water Service,
Inc, for adjustment of rates and charges
for the provision of water and
sewer service.

REBUTTAL TESTIMONY

OI' BRUCE T. HAAS

1 Q. ARK YOU THK SAME BRUCE T. HAAS THAT HAS PRKFILED DIRECT

2 TESTIMONY IN THIS CASE?

3 A. Yes, I am.

5 Q. WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY IN THIS

6 PROCEEDING, MR. HAAS?

7 A. The purpose of my rebuttal testimony is to address the comments our customers

g made during the night hearings in this matter.

10 Q, DO YOU HAVE ANY COMMENTS CONCERNING CUSTOMER TESTIMONY

11 THAT CWS DOES NOT PROVIDE ADJUSTMENTS FOR WATER LEAKS AT

12 CUSTOMER PREMESIS?

13 A, Yes, A few customers at the night hearings stated that they were unable to obtain

14 an adjustment on their water bills from the Company when they experienced higher than

Exhibit C
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BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2006-92-W/S

IN RE:

Application of Carolina Water Service,

Inc. for adjustment of rates and charges

for the provision of water and
sewer service.
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)
)
)
)
)
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REBUTTAL TESTIMONY

OF BRUCE T. HAAS

Q,

A.

Q.

A,

Q.

A.

ARE YOU THE SAME BRUCE T. HAAS THAT HAS PREFILED DIRECT

TESTIMONY IN THIS CASE?

Yes, I am.

WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY IN THIS

PROCEEDING, MR. HAAS?

The purpose of my rebuttal testimony is to address the comments our customers

made during the night hearings in this matter.

DO YOU HAVE ANY COMMENTS CONCERNING CUSTOMER TESTIMONY

THAT CWS DOES NOT PROVIDE ADJUSTMENTS FOR WATER LEAKS AT

CUSTOMER PREMESIS?

Yes, A few customers at the night hearings stated that they were unable to obtain

an adjustment on their water bills from the Company when they experienced higher than



10

12

13

14

15

17

18

19

average water usage because of a leak or other unintended water loss. In the situations

that were described, CWS provided these customers with water it purchased &om bulk

suppliers. By contract, CWS is required to pay for the water it receives from these

suppliers. While CWS does work with customers to assist in detecting leaks and advising

customers how to be aware of unintended water usage, CWS is not able to provide such

customers adjustments in situations of this type. If it were to do so, CWS would be

required to spread the cost of the purchased water that such customers cause to all of our

other customers. For instance, at the York County hearing, Mr. Robert Stuck testified that

he experienced a leak in his decorative pool. Mr. Stuck*s bill during the relevant period

of time reflects that 262,900 gallons of water were metered at his premises during that

month. If the Company had allowed an adjushnent to his bill, the approximate cost of

$857 to purchase that water from York County would have to be absorbed by the

Company, Therefore, the entire customer base would be forced to finance the cost

associated with an individual customer's leak or other unintended water usage. As I

understand it, Commission Regulation 103-742 places on customers the burden of

maintaining their service lines and plumbing so that any loss of water through leakage is

kept to a reasonably small amount. The Company's policy of not giving leak adjustments

is consistent with the Commission's regulation and recognizes the fact that "courtesy

adjustments" by the Company itself would result in water costs going unrecovered.

20

21 Q. DO YOU HAVE ANY COMMENTS CONCERNING THE AESTHETIC

22 QUALITY OF THE WATER PROVIDED BY CWS?

1

2
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6
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17

18

19

20

21

22

average water usage because of a leak or other unintended water loss. In the situations

that were described, CWS provided these customers with water it purchased from bulk

suppliers. By contract, CWS is required to pay for the water it receives from these

suppliers. While CWS does work with customers to assist in detecting leaks and advising

customers how to be aware of unintended water usage, CWS is not able to provide such

customers adjustments in situations of this type. If it were to do so, CWS would be

required to spread the cost of the purchased water that such customers cause to all of our

other customers. For instance, at the York County hearing, Mr. Robert Stuck testified that

he experienced a leak in his decorative pool. Mr. Stuck's bill during the relevant period

of time reflects tha ! 262,900 gallons of water were metered at his premises during that

month. If the Company had allowed an adjustment to his bill, the approximate cost of

$857 to purchase that water from York County would have to be absorbed by the

Company. Therefore, the entire customer base would be forced to finance the cost

associated with an individual customer's leak or other unintended water usage. As I

understand it, Commission Regulation 103-742 places on customers the burden of

maintaining their service lines and plumbing so that any loss of water through leakage is

kept to a reasonably small amount. The Company's policy of not giving leak adjustments

is consistent with the Commission's regulation and recognizes the fact that "courtesy

adjustments" by the Company itself would result in water costs going unrecovered.

Qt DO YOU HAVE ANY COMMENTS CONCERNING

QUALITY OF THE WATER PROVIDED BY CWS?

2

THE AESTHETIC



I A. Yes. First, let me say that many of the customers that complained about water

2 quality live in subdivisions where CWS purchases water from a bulk water supplier. One

3 of the reasons the Commission found to support bulk water arrangements in its Order No.

4 93-402 in Docket No. 91-641-W/S, which was a CWS rate case, was that elimination of

5 ground water would reduce aesthetic water quality complaints. I believe that the number

6 of aesthetic water quality complaints has been reduced where we have bulk service

7 arrangements. In situations where the Company uses purchased water, CWS maintains

8 and operates the distribution system, and purchases the water from the bulk supplier.

9 CWS does not neat or filter the bulk water in these cases and, therefore, any quality

10 issues would originate with the bulk supplier. When the Company does receive quality

11 complaints in these situations, CWS contacts the supplier in an effort to remedy the

12 problem,

13 In other circumstances, the customers' water is supplied from wells. As the

14 Commission is well aware, groundwater taken from wells can have mineral content

15 characteristics that often cause the water to be discolored and can result in deposits on

16 plumbing fixtures and appliances. Discoloration can lead to staining of clothes, plumbing

17 fixtures and appliances, Filtration at the well and at the customer premises may alleviate

18 the problem, but these are high cost and high maintenance solutions for both the utility

19 and the customer.

20

21 Q. DO YOU HAVE ANY COMMENTS REGARDING COMMENTS MADE AT THE

22 HEARING HELD IN IRMO, SOUTH CAROLINA?

1

2

3
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19
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22

Yes. First, let me say that many of the customers that complained about water

quality live in subdivisions where CWS purchases water from a bulk water supplier. One

of the reasons the Commission found to support bulk water arrangements in its Order No.

93-402 in Docket No. 91-641-W/S, which was a CWS rate case, was that elimination of

ground water would reduce aesthetic water quality complaints. I believe that the number

of aesthetic water quality complaints has been reduced where we have bulk service

arrangements. In situations where the Company uses purchased water, CWS maintains

and operates the distribution system, and purchases the water from the bulk supplier.

CWS does not treat or filter the bulk water in these cases and, therefoIe, any quality

issues would originate with the bulk supplier. When the Company does receive quality

complaints in these situations, CWS contacts the supplier in an effort to remedy the

problem.

In other circumstances, the customers' water is supplied from wells. As the

Commission is well aware, groundwater taken from wells can have mineral content

characteristics that often cause the water to be discolored and can result in deposits on

plumbing fixtures and appliances. Discoloration can lead to staining of clothes, plumbing

fixtures and appliances. Filtration at the well and at the customer premises may alleviate

the pIoblem, but these are high cost and high maintenance solutions for both the utility

and the customer.

DO YOU HAVE ANY COMMENTS REGARDING COMMENTS MADE AT THE

HEARING HELD IN IRMO, SOUTH CAROLINA?

3



I A, Yes, I do. One of our customers at this night hearing, Ms. Yvonne Ross, stated that there

2 was a sewage tank at the front entrance to the Stonegate subdivision, which contains

3 waste and "has at times an unbearable odor. " While CWS does provide sewer collection

4 service for this area, Richland County is the bulk sewer provider for that subdivision and

5 the tank Ms. Ross referred to, is in fact owned and operated by Richland County.

6 Therefore, CWS does not have control over the tank in question.

g Q. DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY?

9 A. Yes, it does.
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A,

Yes, I do. One of our customers at this night hearing, Ms. Yvonne Ross, stated that there

was a sewage tank at the front entrance to the Stonegate subdivision, which contains

waste and "has at times an unbearable odor." While CWS does provide sewer collection

sen,ice for this area, Richland County is the bulk sewer provider for that subdivision and

the tank Ms. Ross referred to, is in fact owned and operated by Richland County.

Therefore, CWS does not have control over the tank in question.

DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY?

Yes, it does.



Exhibit D

BEFORE
THK PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA
DOCKET NO, 2006-92-WS

Application of Carolina Water Service, )
Inc. for adjustment of rates and charges )
for the provision of water and )
sewer service, )

REBUTTAL TESTIMONY
OF

STEVKNM. LUBKRTOZZI

1 Q. ARK YOU THE SAME STEVEN M. LUBERTOZZI WHO HAS CAUSED TO BK

2 PRE-FILED DIRECT TESTIMONY IN THIS PROCEEDING ON BEHALF OF

3 THK APPI.ICANT, CAROLINA WATER SERVICE, INC. ?

4 A, Yes, 1am.

6 Q. WHAT IS THK PURPOSE OF YOUR REBUTTAL TESTIMONY?

? A. The purpose of my rebuttal testimony is to address certain comments our customers made

8 during the night hearings in this matter,

10 Q, MR. LUBKRTOZZI, WHAT IS THK COMPANY'S RESPONSE TO THK

11 ASSERTION BY RIVER HILLS CUSTOMERS THAT THEIR RATES ARE

12 CURRENTLY "EXCESSIVE"AND THAT THK REQUEST FOR RATE RELIEF

13 SHOULD BK DENIED FOR THAT REASON?

14 A. The Commission should view this assertion in its proper context. The River Hills

15 Community Association complained for many years about the quality of the well water
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BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2006-92-WS

INRE: )
)

Application of Carolina Water Service, )

Inc. for adjustment of rotes and charges )

for the provision of water and )
sewer service. )

)

REBUTTAL TESTIMONY

OF

STEVEN M. LUBERTOZZI

Q* ARE YOU THE SAME STEVEN M. LUBERTOZZI WHO HAS CAUSED TO BE

PRE-F1LED DIRECT TESTIMONY IN THIS PROCEEDING ON BEHALF OF

THE APPLICANT, CAROLINA WATER SERVICE, INC.?

A. Yes, I am.

QQ

A.

WHAT 1S THE PURPOSE OF YOUR REBUTTAL TESTIMONY?

The purpose of my rebuttal testimony is to address certain comments our customers made

during the night hearings in this matter.

Q*

A,

MR. LUBERTOZZI, WHAT IS THE COMPANY'S RESPONSE TO THE

ASSERTION BY RIVER HILLS CUSTOMERS THAT THEIR RATES ARE

CURRENTLY "EXCESSIVE" AND THAT THE REQUEST FOR RATE RELIEF

SHOULD BE DENIED FOR THAT REASON?

The Commission should view this assertion in its proper context. The River Hills

Community Association complained for many years about the quality of the well water

1
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that had been supplied since the inception of the system by the developer in 1977. As the

Commission is aware, groundwater taken fiom wells can have mineral content

characteristics that often cause the water to be discolored. This was the case in River

Hills, and, as a result, the customers and the River Hills Community Association began to

request that we obtain bulk water from a surface treatment source. The customers also

expressed a desire for the Company to eliminate the wastewater discharge into Lake

Wylie &om our wastewater treatment plant in River Hills. At the time, York County had

not yet commenced construction of a county-wide system, but was willing to include bulk

service lines and mains to serve River Hills in its plans only if the Company would

purchase both bulk water and sewer. Therefore, in 1992, and at the urging of the River

Hills Community Association, the Company entered into an agreement to purchase bulk

water and sewer service from York County when it completed construction of its county-

wide water and sewer systems. This agreement was approved by the Commission on

July 10, 1992 in its Order Number 92-537 in Docket Number 92-123-W/S. In fact, the

Commission has directed CWS to implement bulk water arrangements whenever

possible. In its Order No. 93-402, dated May 11, 1993, in Docket No. 91-641-W/S, the

Commission directed the Company "to take all necessary steps to enter into bulk water

arrangements", fmding that it "anticipates that there tvill be no complaints about water

quality at future proceedings svhere a supply of water is available. "

20

21 Q. HAS THK RIVER HILLS COMMUNITY ASSOCIATION SUPPORTED THE

ARRANGEMENT WITH YORI& COUNTY SINCE THAT TIME?
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thathadbeensuppliedsincetheinceptionof thesystembythedeveloperin 1977.As the

Commission is aware, groundwater taken from wells can have mineral content

characteristics that often cause the water to be discolored. This was the case in River

Hills, and, as a result, the customers and the River Hills Community Association began to

request that we obtain bulk water from a surface treatment source. The customers also

expressed a desire for the Company to eliminate the wastewater discharge into Lake

Wylie from our wastewatcr treatment plant in River Hills. At the time, York County had

not yet commenced construction of a county-wide system, but was willing to include bulk

service lines and mains to serve River Hills in its plans only if the Company would

purchase both bulk water and sewer. Therefore, in 1992, and at the urging of the River

Hills Community Association, the Company entered into an agreement to purchase bulk

water and sewer service from York County when it completed construction of its county-

wide water and sewer systems. This agreement was approved by the Commission on

July 10, 1992 in its Order Number 92-537 in Docket Number 92-123-W/S. In fact, the

Commission has directed CWS to implement bulk water arrangements whenever

possible. In its Order No. 93-402, dated May 11, t993, in Docket No. 91-641-W/S, the

Commission directed the Company "to take all necessary steps to enter into bulk water

atlangements", finding that it "anticipates that there will be no complaints about water

quality at future proceedings where a supply of water is available."

QI HAS THE RIVER HILLS COMMUNITY ASSOCIATION SUPPORTED THE

ARRANGEMENT WITH YORK COUNTY SINCE THAT TIME?



1 A.
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Not on a consistent basis. After the interconnection was completed, the Company

applied to the Commission to put into effect in River Hills our previously approved tariff

provisions under which we reduce our rates, but add on and pass through, without

markup to our customers, the bulk charges imposed by governmental utility service

providers. Even though it had urged the Company to interconnect with York County and

supported the agreement approved by the Commission in 1992, the River Hills

Community Association actually intervened in the 1996 proceeding when we sought to

implement the pass-through rate structure with respect to York County's bulk service

charges, When it became clear that the Company could be relieved of its obligations to

purchase surface treated water from York County if the Commission were to not approve

the pass-through rate structure in River Hills, and knowing what the rates would be if the

Company interconnected with York County yet desiring an interconnection for surface

water from York County, the River Hills Community Association, YMCA Camp

Thunderbird, and other customers withdrew their opposition. The application was

approved by the Commission in its Order Number 96-590, which was issued on August

26, 1996 in Docket Number 96-040-W(S. In its motion to svithdraw its intervention, in

that docket, the River Hills Community Association acknowledged that the effect of the

York County pass-through would be a higher overall service bill, but indicated that it

preferred to have the bulk water service that the agreement between the Company and

York County insured,

21
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A, Not on a consistent basis. After the interconnection was completed, the Company

applied to the Commission to put into effect in River Hills our previously approved tariff

provisions under which we reduce our rates, but add on and pass through, without

markup to our customers, the bulk charges imposed by governmental utility service

providers. Even though it had urged the Company to interconnect with York County and

supported the agreement approved by the Commission in 1992, the River Hills

Community Association actually intervened in the 1996 proceeding when we sought to

implement the pass-through rate structure with respect to York County's bulk service

charges. When it became clear that the Company could be relieved of its obligations to

purchase surface treated water from York County if the Commission were to not approve

the pass-through rate structure in River Hills, and knowing what the rates would be if the

Company interconnected with York County yet desiring an interconnection for surface

water from York County, the River Hills Community Association, YMCA Camp

Thunderbird, and other customers withdrew their opposition. The application was

approved by the Commission in its Order Number 96-590, which was issued on August

26, 1996 in Docket Number 96-040-W/S. In its motion to witMraw its intervention, in

that docket, the River Hills Community Association acknowledged that the effect of the

York County pass-through would be a higher overall service bill, but indicated that it

preferred to have the bulk water service that the agreement between the Company and

York County insured.
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1 Q. DID THAT RESOLVE THE MATTER WITH THE RIVER HILLS

2 COMMUNITY ASSOCIATION?

3 A. Unfortunately, no. In 1997, the River Hills Community Association and other

4 customers filed a complaint with the Commission seeking to have our rates reduced, We

5 defended against the complaint, in part on the grounds that the complainants had all been

6 well aware of the rate structure when the Company's agreement with York County was

7 approved by the Commission in 1992 and when the rate structure was implemented in

g 1996. The Commission issued two orders in the 1997 complaint case in which it did not

9 find that our rates were unjust or unreasonable. The Commission did, however, direct us

10 to cap sewer charges for residential customers in River Hills at 10,500 gallons of water

11 consumed on a monthly basis, The Commission found, based upon the arguments

12 advanced by the customers, that much of the water that they consumed was not returned

13 to the wastewater treatment system but was dispersed in the course of various outdoor

14 activities —primarily landscaping irrigation.

15 Q. AVHAT HAPPENED AETER THAT?

16 A. We appealed the Commission's orders to the Circuit Court and continued to

17
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charge the previously approved rates under bond. The case was ultimately settled while

on appeal. In its Order Number 1999-245 in Docket Number 97-464-W/S dated April 2,

1999, the Commission rescinded its prior two orders requiring a sewer rate cap. In

exchange, the Company agreed to permanently waive plant impact and connection fees

totaling $500 for any residential customer in River Hills Subdivision that desired to

install an irrigation meter. We also agreed to provide the irrigation meter to the customer
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Qv

A.

Q.

A.

DID THAT RESOLVE THE MATTER WITH THE RIVER HILLS

COMMUNITY ASSOCIATION?

Unfortunately, no. In 1997, the River Hills Community Association and other

customers filed a complaint with the Commission seeking to have our rates reduced. We

defended against the complaint, in part on the grounds that the complainants had all been

well aware of the rate structure when the Company's agreement with York Cmmty was

approved by the Commission in 1992 and when the rate structure was implemented in

1996. The Commission issued two orders in the 1997 complaint case in which it did not

find that our rates were unjust or unreasonable. The Commission did, however, direct us

to cap sewer charges for residential customers in River Hills at 10,500 gallons of water

consumed on a monthly basis. The Commission found, based upon the arguments

advanced by the customers, that much of the water that they consumed was not returned

to the wastewater treatment system but was dispersed in the course of various outdoor

activities - primarily landscaping irrigation.

WHAT HAPPENED AFTER THAT?

We appealed the Commission's orders to the Circuit Court and continued to

charge the previously approved rates under bond. The case was ultimately settled while

on appeal. In its Order Number 1999-245 in Docket Number 97-464-W/S dated April 2,

1999, the Commission rescinded its prior two orders requiring a sewer rate cap. In

exchange, the Company agreed to permanently waive plant impact and connection fees

totaling $500 for any residential customer in River Hills Subdivision that desired to

install an irrigation meter. We also agreed to provide the irrigation meter to the customer



at no charge and to provide a meter box at our cost. Under the terms of this settlement,

customers are responsible for installation of the meters.

4 Q. IN ADDITION TO THK SAVINGS THAT CUSTOMERS REALIZE FROM NOT

5 HAVING TO PAY TBE PLANT IMPACT FKE, THK CONNECTION FEK, AND

6 THK COST OF A METER, DID TBE CUSTOMERS IN RIVER BILLS REALIZE

7 ANY OTHER BENEFITS FROM THIS SETTLEMKNT?

Yes. As the Commission pointed out in its order, the settlement provided

9 customers an opportunity to reduce their sewerage charges by reducing water

10 consumption through their regular residential meter. In addition to these beneftts, under

ll the terms of the 1992 bulk service agreement between the Company and York County, a

12 tap fee cannot be charged by York County for installation of an irrigation meter in River

13 Hills, So, in effect, for the cost of having a meter installed, the customers in River Hills

14 can greatly reduce their sewer bills.

15

16 Q, WAS RIVER HILLS COMMUNITY ASSOCIATION ALLOWED TO HAVE

17 INPUT INTO THE TERMS OF THIS SETTLKMKNT?

18 A, Absolutely, It was represented by counsel and the settlement was submitted to the

19
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Association for its review —even though it was not a party to the appeal. In fact, Mr. Bob

Harrington, who was then the Director of Utilities for River Bills Community

Association, submitted comments to the Commission regarding the terms of the

settlement which were incorporated therein,
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Q.

A.

at no charge and to provide a meter box at our cost. Under the terms of this settlement,

customers are responsible for installation of the meters.

IN ADDITION TO THE SAVINGS THAT CUSTOMERS REALIZE FROM NOT

HAVING TO PAY THE PLANT IMPACT FEE_ THE CONNECTION FEE, AND

THE COST OF A METER, DID THE CUSTOMERS IN RIVER HILLS REALIZE

ANY OTHER BENEFITS FROM THIS SETTLEMENT?

Yes. As the Commission pointed out in its order, the settlement provided

customers an opportunity to reduce their sewerage charges by reducing water

consumption through their regular residential meter. In addition to these benefits, under

the terms of the 1992 bulk service agreement between the Company and York County, a

tap fee cannot be charged by York County for installation of an irrigation meter in River

Hills, So, in effect, for the cost of having a meter installed, the customers in River Hills

can greatly reduce their sewer bills.

WAS RIVER HILLS COMMUNITY ASSOCIATION ALLOWED TO HAVE

INPUT INTO THE TERMS OF THIS SETTLEMENT?

Absolutely. It was represented by counsel and the settlement was submitted to the

Association for its review - even though it was not a party to the appeal. In fact, Mr. Bob

Hatrington, who was then the Director of Utilities for River Hills Conmaunity

Association, submitted comments to the Commission regarding the terms of the

settlement which were incorporated therein.
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2 Q, GIVEN THIS EXTENSIVE HISTORY, IN YOUR OPINION, SHOULD THE

3 COMMISSION TAKE INTO ACCOUNT THE CUSTOMERS' COMPLAINTS

4 THAT RATES ARE TOO HIGH7

5 A. In the complaint proceedings I mentioned earlier, a number of organizations we serve in

6 York County, including RHCA, complained that our service rates were too high and

7 should be reduced by the Commission. In fact, the Commission, in Order Number 98-

8 384, acknowledged the Staff s testimony that the increase in service rates svas attributable

9 to York County's increase in bulk rates. The Commission effectively rejected RHCA*s

10 claim in that regard since it never ordered any change in our service rates in any of the

11 orders in that docket, In the 2000 rate case and again in our last rate case, RHCA and

12 individual River Hills customers again asserted that the Company's rates tvere "too high"

13 to justify an increase and the Commission, again, did not accept that argument. It should

14 reject that argument again. There is no basis for denying rate relief simply because

15 customers think rates are too high. And, given the impact of York County bulk rates,

16 reliance upon subjective customer comments to determine the Commission's decision

17 would not result in a determination ofjust and reasonable rates.

18

19 Q. SKVKRAI. CUSTOMERS STATED TO THE COMMISSION THAT THK

20

21

22

COMPANY'S RATES ARK OUT OF PROPORTION TO RATES THAT THEY

ARE CHARGED IN OTHER JURISDICTIONS; WOULD YOU PLEASE

COMMENT ON THAT?
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Q.

GIVEN THIS EXTENSIVE HISTORY, IN YOUR OPINION, SHOULD THE

COMMISSION TAKE INTO ACCOUNT THE CUSTOMERS' COMPLAINTS

THAT RATES ARE TOO HIGH?

In the complaint proceedings I mentioned earlier, a number of organizations we serve in

York County, including RHCA, complained that our service rates were too high and

should be reduced by the Commission. In fact, the Commission, in Order Number 98-

384, acknowledged the Staff's testimony that the increase in service rates was attributable

to York County's increase in bulk rates. The Commission effectively rejected RHCA's

claim in that regard since it never ordered any change in our service rates in any of the

orders in that docket. In the 2000 rate case and again in our last rate case, RFICA and

individual River Hills customers again asserted that the Company's rates were "too high"

to justify an increase and the Cormnission, again, did not accept that argument. It should

reject that argument again. There is no basis for denying rate relief simply because

customers think rates are too high. And, given the impact of York County bulk rates,

reliance upon subjective customer comments to determine the Commission's decision

would not result in a determination of just and reasonable rates.

SEVERAL CUSTOMERS STATED TO THE COMMISSION THAT THE

COMPANY'S RATES ARE OUT OF PROPORTION TO RATES THAT THEY

ARE CHARGED IN OTHER JURISDICTIONS; WOULD YOU PLEASE

COMMENT ON THAT?



1 A.
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Yes. We do not believe that it would be appropriate for the Commission to set

our rates based upon what some other entity may have charged to a customer. Fven were

it appropriate, the Commission has no real basis upon which to make the necessary

comparison in this case. For example, many of the customers commenting failed to state

whether the other entities from vrhom they had purchased utility services were

governmental or private in nature. This makes a tremendous difference since

governmental entities have the ability to raise "cost-free" revenue by way of property

taxes. And, to the extent that they have to borrow money, most governmental entities

having bonding capacity which allows them to acquire debt capital at a much lower cost

than that which a private entity incurs in commercial capital markets. Also,

goveimnental entities have no obligation to their shareholders to make a profit, nor do

they pay any taxes. So, rates charged by governmental entities should be lower than

those of a private entity, Also, the Commission has no frame of reference regarding the

customer's usage patterns in other locations or the proximity of service sources to the

customers. Some of these customers may have been served by a governmental entity

whose facilities were in close proximity to the customer base.

17

18 g. WHY DOES THK PROXIMITY OF THE SERVING KACILITIKS TO THE

19 CUSTOMER BASK HAVE A BEARING'?

20 A, If you can reduce the distance between the service point and the service source,

the underlying capital costs associated ivith transportation of water and seiver are

lowered. You can see the cause and effect component of this in the current bulk service
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A,

Yes. We do not believe that it would be appropriate for the Commission to set

our rates based upon what some other entity may have charged to a customer. Even were

it appropriate, the Commission has no real basis upon which to make the necessary

comparison in this case. For example, many of the customers commenting failed to state

whether the other entities from whom they had purchased utility services were

governmental or private in nature. This makes a tremendous difference since

governmental entities have the ability to raise "cost-free" revenue by way of property

taxes. And, to the extent that they have to borrow money, most governmental entities

having bonding capacity which allows them to acquire debt capital at a much lower cost

than that which a private entity incurs in commercial capital markets. Also,

governmental entities have no obligation to their shareholders to make a profit, nor do

they pay any taxes. So, rates charged by governmental entities should be lower than

those of a private entity. Also, the Commission has no frame of reference regarding the

customer's usage patterns in other locations or the proximity of service sources to the

customers. Some of these customers may have been served by a governmental entity

whose facilities were in close proximity to the customer base.

WHY DOES THE PROXIMITY OF THE SERVING FACILITIES TO THE

CUSTOMER BASE HAVE A BEARING?

If you can reduce the distance between the service point and the service source,

the underlying capital costs associated with transportation of water and sewer are

lowered. You can see the cause and effect component of this in the current bulk service



arrangement that the Company has with York County. York County gets its water from

the City of Rock Hill facilities and gets its sewer treatment from the City of Rock Hill

facility. The Company in turn gets its bulk service from York County for both water and

sewer. So, both the incoming water and the outgoing sewer have to n'avel quite a

distance. This is one of the reasons that York County's bulk rates to the Company are as

high as they are.

8 Q. DO YOU HAVE ANY COMMENTS REGARDING MR. DON LONG'S

9 ASSERTION THAT THE RATES CHARGED TO THK RIVER HILLS

10 CUSTOMERS ARK "SUBSIDIZING THK REMAINDER OF THE [CWS]

11 WATER AND SEWER SYSTEMS ACROSS SOUTH CAROLINA" ?

12 A. Yes, I do, This is simply an inaccurate statement. In 1997, the River Hills Community

13 Association and others filed a complaint case in which one of the primary points that the

14 Company made was that the River Hills system was part of a statewide system. In fact,

15 in his testimony in that proceeding, then Commission Deputy Executive Director Walsh

16 agreed with the Company and stated that the Company's systein is a statewide system,

17 Moreover, the Commission's regulations adopting the Uniform System of Accounts for

18 ivater and sewer utilities, which are R. 103,517 and R, 103-719, do not provide for

19 accounting of systems on a subdivision or county franchise area basis. The Company has

20 never accounted for the River Hills system except as part of our statewide system.

21

22 Q. MR. LUBERTOZZI, WHAT WOULD HAPPEN IF THE COMMISSION WERE
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Q.

arrangement that the Company has with York County. York County gets its water from

the City of Rock Hilt facilities and gets its sewer treatment from the City of Rock Hill

facility. The Company in turn gets its bulk service from York County for both water and

sewer. So, both the incoming water and the outgoing sewer have to travel quite a

distance. This is one &the reasons that York County's bulk rates to the Company are as

high as they are.

DO YOU HAVE ANY COMMENTS REGARDING MR. DON LONG'S

ASSERTION THAT THE RATES CHARGED TO THE RIVER HILLS

CUSTOMERS ARE "SUBSIDIZING THE REMAINDER OF THE [CWS]

WATER AND SEWER SYSTEMS ACROSS SOUTH CAROLINA"?

Yes, I do. This is simply an inaccurate statement. In 1997, the River Hills Community

Association and others filed a complaint case in which one of the primary points that the

Company made was that the River Hills system was part of a statewide system. In fact,

in his testimony in that proceeding, then Commission Deputy Executive Director Walsh

agreed with the Company and stated that the Company's system is a statewide system.

Moreover, the Commission's regulations adopting the Uniform System of Accounts for

water and sewer utilities, which are R. t03,517 and R. 103-719, do not provide for

accounting of systems on a subdivision or county franchise area basis. The Company has

never accounted for the River Hills system except as part of our statewide system.

MR. LUBERTOZZI, WHAT WOULD HAPPEN IF THE COMMISSION WERE

8



1 TO REGULATE THE COMPANY AND SET RATES ON A SUBDIVISION OR

2 GEOGRAPHIC BASIS?

3 A. To do so would mean that uniform rates would have to be abandoned. This, in turn,

would lead to chaos for the Commission, ORS, the customers and the Company. If each

subdivision or other geographic area served by the Company had to be accounted for and

have its rates set based solely upon facilities serving that area, rate base would have to be

established in each such subdivision or area, which would be a monumental and

expensive task.
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Bven assuming that ORS could obtain such original cost information for the facilities

serving dishnct subdivisions or geographical areas, it would then have to determine what

rates would be charged to the customer groups served by these facilities. This would be a

Herculean effort that would lead to wildly disparate rates among various groups of

customers and different rates in just about every area. For those customers served by

newer facilities, the rates would increase dramatically, while customers served by older

facilities would see much lower rates. In addition to the significant dissatisfaction that

would be expressed by customers in the areas in ivhich rates ivould increase, the time and

effort demanded of the Commission and ORS to administer rate structures that would be

different for each such area would increase significantly. It is likely that the Company

would also have to employ additional personnel to deal with differing rate structures for

each such area. The Commission, ORS and the Company would constantly be subjected

to customer demands that the rates in higher cost areas be adjusted to the levels of the
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TO REGULATE THE COMPANY AND SET RATES ON A SUBDIVISION OR

GEOGRAPHIC BASIS?

To do so would mean that uniform rates would have to be abandoned. This, in turn,

would lead to chaos for the Conunission, ORS, the customers and the Company. If each

subdivision or other geographic area served by the Company had to be accounted for and

have its rates set based solely upon facilities serving that area, rate base would have to be

established in each such subdivision or area, which would be a monumental and

expensive task.

Even assuming that ORS could obtain such original cost information for the facilities

serving distinct subdivisions or geographical areas, it would then have to determine what

rates would be charged to the customer groups served by these facilities. This would be a

Herculean effort that would lead to wildly disparate rates among various groups of

customers and different rates in just about every area, For those customers served by

newer facilities, the rates would increase dramatically, while customers served by older

facilities would see much lower rates, h_ addition to the significant dissatisfaction that

would be expressed by customers in the areas in which rates would increase, the time and

effort demanded of the Commission and ORS to administer rate structures that would be

different for each such area would increase significantly, It is likely that the Company

would also have to employ additional personnel to deal with differing rate structures for

each such area. The Commission, ORS and the Company would constantly be subjected

to customer demands that the rates in higher cost areas be adjusted to the levels of the



Company's customers in lower cost areas.

3 Q. DO YOU HAVE ANY COMMENTS REGARDING MR. LONG'S REQUEST FOR

4 FINANCIAL DATA ON A SUBDIVISION BASIS?

5 A. Yes, I do. ORS transmitted to the Company a request fiom third parties for
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financial data regarding only the River Hills subdivision in late 2005, some three months

before any rate case was filed. However, the Company was not aware of any request for

financial data for each subdivision served by the Company until approximately May 8,

2006, when the Company received a copy of the petition of the York County delegation.

Additionally, I respectfully submit that the Company is under no obligation to

provide such documentation in this matter. The parties of record in this case have not

presented, nor sought to present, evidence pertaining to the establishment of rates by

subdivision as discussed by Mr. Long and others. Although certain customers and third

parties have asserted that, prior to the rate case, they requested information from CWS

regarding the Company's return on rate base for the Riverhills System through ORS,

those customers and the third parties are not parties of record in this case. As the

Commission is aware, some of these customers and third parties also erroneously asserted

at a night hearing in this matter that the information they sought prior to the rate case

filing was requested through the Commission and those customers and third parties

unfairly and improperly criticized and threatened the Commission in connection with that

assertion.
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Company's customers in lower cost areas.

DO YOU HAVE ANY COMMENTS REGARDING MR. LONG'S REQUEST FOR

FINANCIAL DATA ON A SUBDMSION BASIS?

Yes, I do. ORS transmitted to the Company a request from third parties for

financial data regarding only the River Hills subdivision in late 2005, some throe months

before any rate case was filed. However, the Company was not aware of any request for

financial data for each subdivision selved by the Company until approximately May 8,

2006, when the Company received a copy of the petition of the York County delegation.

Additionally, I respectfully submit that the Company is under no obligation to

provide such documentation in this matter. The parties of record in this case have not

presented, nor sought to present, evidence pertaining to the establishment of rates by

subdivision as discussed by Mr_ Long and others. Although certain customers and third

parties have asserted that, prior to the rate case, they requested information from CWS

regarding the Company's return on rate base for the Riverhills System through ORS,

those customers and the third parties arc not parties of record in this case. As the

Commission is aware, some of these customers and third parties also erroneously asserted

at a night heating in this matter that the information they sought prior to the rate case

filing was requested through the Commission and those customers and third parties

unfairly and improperly criticized and threatened the Commission in connection with that

assertion.

10



Moreover, I would note that the Company does not have in its possession

2 documents which would provide the information in the format requested by the Riverhills

3 customers. Because CWS applies its rate revenues to its statewide facilities that are used

and useful in providing water and sewer service in some ten (10) different counties and

5 ninety six (96) residential subdivisions, CWS maintains records on a statewide basis,

6 This manner and method of accounting for our systems is in compliance with the South

7 Carolina Supreme Court's decision in Au st Kohn and Co. Inc. v. Public Service

8 Commission and Carolina Water Service Inc. Nor is CWS aware of any regulation of

9 the Commission which requires that it maintain records in a manner which would require

10 recordation of the information sought by the Riverlulls customers,

12 Q. WHAT IS YOUR OPINION Ol' MR. LONG'S FINANCIAL ASSESSMENT OF

13 THE SYSTEM SERVING THE RIVER HILLS SUBDIVISION?

15

16

17

18

19

20

21

22

Mr. Long stated at the night hearing that he developed what he believed was a

"reasonable and supportable set of conclusions about the status of water and sewer

service in the Lake Wylie Franchise district, including what appears to be the proposed

rate base rate of return for CWS within this District. " He states the data sources he used

are the CWS application in this docket, CWS's York County property tax bill, the map of

Lake Wylie Franchise District boundaries, counts of fhe number of homes in subdivisions

served by CWS, water and sewer schedules from other water and sewer providers, and a

sampling of bills for CWS's water and sewer service in this district. As a result of that

analysis, Mr. Long states that CWS is earning a rate of rentrn on rate base of
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gl

Moreover, I would note that the Company does not have in its possession

documents which would provide the information in the format requested by the Riverhills

customers. Because CWS applies its rate revenues to its statewide facilities that are used

and useful in providing water and sewer service in some ten (10) different counties and

ninety six (96) residential subdivisions, CWS maintains records on a statewide basis.

This manner and method of accounting for our systems is in compliance with the South

Carolina Supreme Corot's decision in August Kohn and Co., Inc. v. Public Service

Commission and Carolina Water Service, Inc. Nor is CWS aware of any regulation of

the Commission which requires that it maintain records in a manner which would require

recordation of the information sought by the Riverlfills customers.

WHAT IS YOUR OPINION OF MR. LONG'S FINANCIAL ASSESSMENT OF

THE SYSTEM SERVING THE RIVER HILLS SUBDIVISION?

Mr. Long stated at the night hearing that he developed what he believed was a

"reasonable and supportable set of conclusions about the status of water and sewer

service in the Lake Wylie Franchise district, including what appears to be the proposed

rate base rate of return for CWS within this District." He states the data sources he used

are the CWS application in this docket, CWS's York County property tax bill, the map of

Lake Wylie Franchise District boundaries, counts of the number of homes in subdivisions

served by CWS, water and sewer schedules from other water and sewer providers, and a

sampling of bills for CWS's water and sewer service in this district. As a result of that

analysis, Mr. Long states that CWS is earning a rate of return on rate base of

ll



approximately 39% for the Lake Wylie Franchise District. Simply put, the assessment is

wholly inaccurate.

4 Q, WHY DO YOU BELIEVE HIS ANALYSIS IS INACCURATE?

5 A, First, Mr. Long states that he utilized the CWS application in formulating this

6 assessment. As I discussed earlier, CWS is not required, it is not feasible, and the

7 Commission has declined to require the Company to maintain its financial records on a

8 subdivision basis. Simply using the information included in the application cannot

9 account for the difference in assets and expenses for each system. As well, Mr. Long, in

10 his own testimony, stated that he utilized the South Carolina Department of Revenue's

11 property tax valuation. The depreciated plant in service shown on that form reflects tax

12 depreciation and, it should be readily apparent that the calculated depreciation for tax

13 purposes is much greater than regulatory depreciation. Therefore, Mr. Long's

14 calculations significantly undervalue the plant serving the River Hills subdivision, in

15 turn, directly inflating his assessment of the relative earnings of that system. Such

16 inaccurate estimations cannot be seriously considered for regulatory rate making

17 purposes and should be dismissed by the Commission.

18

19 Q, DOES THIS CONCLUDE YOUR TESTIIVIONY AT THIS TIME?

20 A. Yes, it does.
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approximately 39% for the Lake Wylie Franchise District. Simply put, the assessment is

wholly inaccurate°

WHY DO YOU BELIEVE HIS ANALYSIS IS INACCURATE?

First, Mr. Long states that he utilized the CWS application in formulating this

assessment. As I discussed earlier, CWS is not required, it is not feasible, and the

Commission has declined to require the Company to maintain its financial records on a

subdivision basis. Simply using the information included in the application cannot

account for the difference in assets and expenses for each system. As well, Mr. Long, in

his own testimony, stated that he utilized the South Carolina Department of Revenue's

property tax valuation. The depreciated plant in service shown on that form reflects tax

depreciation and, it should be readily apparent that the calculated depreciation for tax

purposes is much greater than regulatory depreciation, Therefore, Mr. Long's

calculations significantly undervalue the plant serving the River Hills subdivision, in

tnrn, directly inflating his assessment of the relative earnings of that system. Such

inaccurate estimations cannot be seriously considered for regulatory rate making

purposes and should be dismissed by the Commission.

DOES THIS CONCLUDE YOUR TESTIlVlONY AT THIS TIME?

Yes, it does.

12



Exhibit E

BKIiORK

THK PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2006-92-%S

Application of Carolina Water Service, )
Inc. for adjustment of rates and charges )
for the provision of water and )
sewer service. )

SETTLEMENT TESTIMONY
OF CONVERSE A. CHELLIS& IH

1 Q. PLEASE STATE YOUR NAME, OCCUPATION AND BUSINESS ADDRESS.

2 A, My name is Converse A. Chellis, HI. I am a Certified Public Accountant ("CPA")

3 and a principal in and the Director of Litigation Services and Property Tax Services for

4 Gamble Givens &Moody, LLC, a public accounting fiim with offices in Charleston, Kiawah

5 Island, and Summerville, South Carolina. Myoffice is located at 133East First North Street,

6 Suite 9, Summerville, South Carolina 29483.

7 Q. PLEASE DESCRIBEYOURKDUCATIONALBACKGROUND,

8 A,

10

12

In 1965,1graduated from The Citadel, The Military College of South Carolina with a

bachelor's degree in business administration. Ialso have completed graduate level courses in

accounting at the University of Georgia. In addition, I have had a minimum of forty (40)

hours of continuing professional education ("CPE")each year since 1969, for a total of at

least 1,440 total CPE hours.
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INRE: )
)

Application of Carolina Water Service, )

Inc. for adjustment of rotes and charges )

for the provision of water and )
sewer service. )

)
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A.

Q,

A.

SETTLEMENT TESTIMONY

OF CONVERSE A. CHELLIS, III

PLEASE STATE YOUR NAME, OCCUPATION AND BUSINESS ADDRESS.

My name is Converse A. Chellis, gI. I am a Certified Public Accountant ("CPA")

and a principal in and the Director of Litigation Services and Property Tax Services for

Gamble Givens & Moody, LLC, a public accounting titre with offices in Charleston, Kiawah

Island, and Summerville, South Carolina. Myofficeis located at 133 East First North Street,

Suite 9, Summerville, South Carolina 29483.

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND.

In 1955, I graduated from The Citadel, The Military College of South Carolina with a

bachelor's degree in business administration. I also have completed graduate level courses in

accounting at the University of Georgia. In addition, I have had a minimum of forty (40)

hours of continuing professional education ("CPE") each year since 1969, for a total of at

least 1,440 total CPE hours.



1 Q. PLEASE DESCRIBE YOUR WORK HISTORY AND PROFESSIONAL

2 EXPERIENCE PRIOR TO YOUR CURRENT POSITION.

3 A. Upon graduation from The Citadel in 1966, I served in the Vnited States Air Force

4 and was assigned to the Auditor General's staff. In 1969, I joined Touche Ross (now

5 Deloitte and Touche) and was a senior accountant. I fanned Chellis and Chellis in 1972, and

6 have been a name partner and managing partner in several accounting firms until 1998. In

7 1999,I merged my finn with Gamble Givens k Moody, where I am a principal and Director

8 of Litigation Services.

9 Q. ARE YOU A MKIVIBKR Ol ANY PROI'KSSIONAL ASSOCIATIONS?

10 A.
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19

20

21

Yes. I am a member of the American Institute of Certified Public Accountants

("AICPA"). From 1983-1985, I served on AICPA's continuing education executive

committee, and in 1985 I served on the AICPA council.

I am also a member of the South Carolina Association of Certified Public

Accountants ("SCACPA"). I served as Vice-President ofthe SCACPA's Coastal Chapter in

1977-78 and as President in 1978-79, In 1985 I served as the State President of the

SCACPA, having previously served on the state level as V ice-President, Secretary/Treasuier,

and Director. I have also been Chairman of the SCACPA's Committee on Continuing

Professional Education, Chairman and trustee for the SCACPA's educational fund, and

Chairman of the SCACPA's Committee on Cooperation with Governmental Agencies.

From 1986-1994,I ivas a member of the State Board ofAccountancy, where I served

as Secretary/Treasurer from 1988-1990and Chairman from 1990-1993.
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PLEASE DESCRIBE YOUR WORK HISTORY AND PROFESSIONAL

EXPERIENCE PRIOR TO YOUR CURRENT POSITION.

Upon graduation from The Citadel in 1966, I served in the United States Air Force

and was assigned to the Auditor General's staff. In 1969, I joined Touche Ross (now

Deloitte and Touche) and was a senior accountant. I formed Cheltis and Chellis in 1972, and

have been a name partner and managing partner in several accounting firms until 1998. In

1999, I merged my finn with Gamble Givens & Moody, where I am a principal and Director

of Litigation Services.

ARE YOU A MEMBER OF ANY PROFESSIONAL ASSOCIATIONS?

Yes. I am a member of the American Institute of Certified Public Accountants

("AICPA"). From [983-1985, I served on AICPA's continuing education executive

committee, and in 1985 1 served on the AICPA council.

t am also a member of the South Carolina Association of Certified Public

Accountants ("SCACPA"). I served as Vice-President of the SCACPA's Coastal Chapter in

1977-78 and as President in 1978-79. In 1985 I served as the State President of the

SCACPA, having previously served on the state level as Vice-President, Secretary/Treasurer,

and Director_ I have also been Chairman of the SCACPA's Committee on Continuing

Professional Education, Chairman and trustee for the SCACPA's educational fund, and

Chairman of the SCACPA's Committee on Cooperation with Governmental Agencies.

From 1986-1994, I was a member of the State Board of Accountancy, where I served

as Secretary/Treasurer from 1988-I990 and Chairman from 1990-1993.



From'1982-1998, I was a member ofAccounting Firms Associates, Inc, I am also a

2 past member of the American Society of Appraisers and a current member of the American

3 College ofForensic Examiners. In addition, I am a past associate in the Municipal Finance

4 Officers Association, and I have held various offices in the National Association of

5 Accountants, I am also active in the peer review process, which involves examination of the

6 work of other accountants and accounting firms to assure that quality controls are being

7 applied in conformance with the Quality Conhol Standards adopted by the AICPA.

8 Q. HAVE YOU EVER GIVEN ANY PRESENTATIONS TO OTHER ACCOUNTANTS

9 OR AUDITORS?

10 A. Yes. I have been a speaker and an instructor for the accounting profession on a

11 number of accounting topics, including topics related to generally accepted accounting

12 principles ("GAAP").

13 Q. HAVE YOU EVER BEEN QUALIFIED AS AN EXPERT WVITNESS IN A SOUTH

14 CAROLINA COURT?

15 A. Yes. I have been qualified as an expert witness in both the circuit and family courts

16 of South Carolina. I have also given testimony before this Commission and other

17 administrative agencies

18 Q. WHAT IS THE PURPOSE OF YOUR SETTLEMENT TESTIMONY?

19 A, The purpose ofmy settlement testimony is to support the adoption ofthe Settlement

20

21

Agreement reached between Carolina Water Service, Inc. , or "CWS",and the South Carolina

Office of Regulatory Staff, or "ORS", in this case,
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From1982-t998, I was a member of Accounting Firms Associates, Inc. I am also a

past member of the American Society of Appraisers and a current member of the American

College of Forensic Examiners. In addition, I am a past associate in the Municipal Finance

Officers Association, and I have held various offices in the National Association of

Accountants. I am also active in the peer review process, which involves examination of the

work of other accountants and accounting firms to assure that quality controls are being

applied in conformance with the Quality Control Standards adopted by the AICPA.

HAVE YOU EVER GIVEN ANY PRESENTATIONS TO OTHER ACCOUNTANTS

OR AUDITORS?

Yes. I have been a speaker and an instructor for the accounting profession on a

number of accounting topics, including topics related to generally accepted accounting

principles ("GAAP").

HAVE YOU EVER BEEN QUALIFIED AS AN EXPERT _,VITNESS IN A SOUTH

CAROLINA COURT?

Yes. I have been qualified as an expert witness in both the circuit and family courts

of South Carolina. I have also given testimony before this Commission and other

administrative agencies

WHAT IS THE PURPOSE OF YOUR SETTLEMENT TESTIMONY?

The purpose of my settlement testimony is to support the adoption of the Settlement

Agreement reached between Carolina Water Service, Inc., or "CWS", and the South Carolina

Office of Regnlatory Staff, or "ORS", in this case.



1 Q. IN YOUR OPINION, IS THK SETTLEMKNT AGREEMKNT A REASONABLE

2 MEANS OF RESOLVING THE ISSUES IN THIS CASE?

3 A. Yes, it is.

4 Q. WHAT IS THK BASIS FOR YOUR OPINION IN THIS REGARD?

5 A.
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I have several reasons for believing that the Settlement Agreement is a reasonable

means by which to resolve the disputed issues in this case, First, one of the statutory duties

of ORS is to facilitate the resolution of disputed issues involving matters within the

jurisdiction of the Commission. I think it incumbent upon the other parties in cases before

the Commission, which in this proceeding is only CWS, to work with ORS in good faith in

an attempt to reach a settlement. I believe that the Settlement Agreement reflects a good

faith effort on the part of ORS and C%'S to meet their respective obligations in that regard,

Second, and as Dr. Skelton mentions in his testimony in support of the Senlement

Agreement, capital markets recognize the value of settlements in ratemaking cases.

Additional investment resulting from favorable capital markets would be an enhancement to

economic development in South Caiolina which is consistent ivith the public interest.

Third, a settlement brings the matter to an end without delay and the uncertainty of

further proceedings; this in turn permits ORS to focus its talents and resources on other

matters ivithin its area of responsibility and permits the Company to focus upon thc

continued improvement and expansion of its facilities and services for the benefit of its

customers.
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Q.

A.

IN YOUR OPINION, IS THE SETTLEMENT AGREEMENT A REASONABLE

MEANS OF RESOLVING THE ISSUES IN THIS CASE?

Yes, it is.

WHAT IS THE BASIS FOR YOUR OPINION IN THIS REGARD?

I have several reasons for believing that the Settlement Agreement is a reasonable

means by which to resolve the disputed issues in this case. First, one of the statutory duties

of ORS is to facilitate the resolution of disputed issues involving matters within the

jurisdiction of the Commission. I think it incumbent upon the other parties in cases before

the Commission, which in this proceeding is only CWS, to work with ORS in good faith in

an attempt to reach a settlement. I believe that the Settlement Agreement reflects a good

faith effort on the part of ORS and CWS to meet their respective obligations in that regard.

Second, and as Dr. Skelton mentions in his testimony in support of the Settlement

Agreement, capital markets recognize the value of settlements in ratemaking cases.

Additional investment resulting from favorable capital markets would be an enhancement to

economic development in South Carolina which is consistent with the public interest.

Third, a settlement brings the matter to an end without delay and the uncertainty of

further proceedings; this in turn permits ORS to focus its talents and resources on other

matters within its area of responsibility and permits the Company to focus upon the

continued improvement and expansion of its facilities and services for the benefit of its

customers.



In summary, the comprehensive settlement proposed by the parties in my opinion

2 fairly balances the interest of the customers and the Company. I therefore respectfully urge

3 that the Commission approve the Settlement Agreement.

4 Q, DOES THIS CONCLUDE YOUR SETTLEMENT TESTIMONY?

5 A. Yes it does.

Q,

A.

In summaiy, the comprehensive settlement proposed by the parties in my opinion

fairly balances the interest of the customers and the Company. I therefore respectfully urge

that the Commission approve the Settlement Agreement.

DOES THIS CONCLUDE YOUR SETTLEMENT TESTIMONY?

Yes it does.

5



Exhibit F

BEFORE

THK PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO, 2006-92-WS

Application of Carolina Water Service, )
Inc. for adjustment of rates and charges )
for the provision of water and )
sewer service. )

SETTLKMKNT TESTIMONY
OF B.R. SKELTON, PhD.

1 Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND OCCUPATION.

2 A. My name is B.R Skelton and my business address is 2962 Walhalla Highway, Six

3 Mile, South Carolina 29682. I am Professor Emeritus ofEconomics at Clemson University

4 and am engaged in a variety ofprivate business endeavors, incht&hng real estate brokerage

5 and residential construction. I also act as a mediator and arbitrator, Since 1974, I have

6 mediated 190+disputes and written decisions in over 1000 arbitration cases, mostly union-

7 management grievances, I have also arbitrated defetrals from the courts and the NLRB,

8 Q. PLKASK DESCRIBE YOUR KDUCA. TIONAL BACKGROUND AND

9 PROI'ESSIONAL EXPERIENCE.

10 A. 1 received my B.S, degree in Arts & Sciences (History &, Economics) from Clemson

12

13

University in 1956. In 1958, I received a Masters of Science degree in Agricultural

Economics from Clemson University. I received my Ph.D. in Economics from Duke

University in 1964.

BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2006-92-WS
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Application of Carolina Water Service, )

Inc. for adjustment of rates and charges )

for the provision of water and )
sewer service. )

)
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A.

Q,

A.

SETTLEMENT TESTIMONY

OF B. R. SKELTON, PhD.

PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND OCCUPATION.

My name is B. R Skelton and my business address is 2962 Walhalla Highway, Six

Mile, South Carolina 29682. I am Professor Emeritus of Economies at Clemson University

and am engaged in a variety of private business endeavors, including real estate brokerage

and residential construction. I also act as a mediator and arbitrator. Since I974, t have

mediated 190+ disputes and written decisions in over 1000 arbitration eases, mostly union-

management grievances. I have also arbitrated defelrals from the courts and the NLRB.

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND

PROFESSIONAL EXPERIENCE.

I received my B.S. degree in Arts & Sciences (History & Economics) from Clemson

University in 1956. In 1958, I received a Masters of Science degree in Agricultural

Economics from Clemson University. I received my Ph.D. in Economics from Duke

University in 1964.



From 1959 to 1987, I was a professor ofEconomics at Clemson except for 1961-63

2 when Iwas in graduate school at Duke University. In addidon to teaching standard economic

3 theory, my academic background includes writing, lecturing and research in the areas of labor

4 economics, economic development and arbitration. While at Clemson, I was a member of

5 the Southern Economics Association and American Economic Association. I was also a

6 member of the Arbitration Panel of the Federal Mediation and Conciliation Service and the

7 American Arbitration Association. I retired from Clemson in 1987.

8 Q. PLKASK DESCRIBE YOUR %'ORI& IN TEIK REAL KSTA.TE FIELD.

9 A. Over time I have developed subdivisions, corrunercial property, apartments and

10 bought and sold real estate of all types.

11 Q. DO YOU PROVIDE ANY CONSULTING SERVICES?

12 A. I have served as a consultant to various individuals and companies, mostly wrongful

13 death and injury, divorce, product liability and valuation ofbusiness losses, I was President

14 of Economic Research and Consulting Associates prior to 1980, the business that provided

15 this analysis. I have testified before the PSC in one case involving a water company in

16 Oconee County

17 Q, DO YOU HOLD ANY OTHER PROFESSIONAL DESIGNATIONS?

18 A. Yes. I am a mediator and arbitrator and am licensed bythe State ofSouth Carolina as

19 both a real estate broker and residential contractor, I am also an elected member of the

20 National Academy of Arbitrators and have been a member since 1981.

21 Q. WHAT IS THK PURPOSE OF YOUR SETTLEMENT TESTIMONY?

22 A. The purpose of my testimony is to provide support for the Settlement Agreement

23 entered into by the parties in the proceeding on August 30, 2006, Specifically, I will be

1 From1959to 1987,I wasaprofessorofEconomicsatClemsonexceptfor1961-63

2 whenI wasingraduateschoolatDukeUniversity.Inadditiontoteachingstandardeconomic

3 theory,myacademicbackgroundincludeswriting,lecturingandresearchintheareasoftabor

4 economics,economicdevelopmentandarbitration.Whileat Clemson,I wasamemberof

5 theSouthernEconomicsAssociationandAmerican Economic Association. I was also a

6 member of the Arbitration Panel of the Federal Mediation and Conciliation Service and the

7 American Arbitration Association I retired from Clemson in 1987.

8 Q, PLEASE DESCRIBE YOUR WORK IN TtlE REAL ESTATE FIELD.

9 A. Over time I have developed subdivisions, cormnercial property, apartments and

10 bought and sold real estate of all types.

11 Q. DO YOU PROVIDE ANY CONSULTING SERVICES?

12 A. t have served as a consultant to various individuals and companies, mostly wrongful

13 death and injury, divorce, product liability and valuation of business losses. I was President

14 of Economic Research and Consulting Associates prior to 1980, the business that provided

15 this analysis, I have testified before the PSC in one case involving a water company in

16 Oconee County

17 Q. DO YOU HOLD ANY OTHER PROFESSIONAL DESIGNATIONS?

18 A, Yes. I am a mediator and arbitrator and am licensed bythe State of South Carolina as

19 both a real estate broker and residential contractor. I am also an elected member of the

20 National Academy &Arbitrators and have been a member since 1981.

21 Q. WHAT IS TIIE PURPOSE OF YOUR SETTLEMENT TESTIMONY?

22 A. The purpose of my testimony is to provide support for the Settlement Agreement

23 entered into by the parties in the proceeding on August 30, 2006 Specifically, I will be



1 testifying as to the reasons why the 9 40% Return on Equity ("ROE")agreed to by the parties

2 is a reasonable ROE for the Company in the context of a comprehensive settlement of this

3 specific case and why the Commission should approve the proposed settlement.

4 Q. WHY IN YOUR OPINION IS THK SKTTLEMKNT ROK OF 9.40%

5 SUPPORTABLK AS A REASONABLE ROE I OR THE COMPANY IN THE

6 CONTEXT OF A COMPREHENSIVE SETTLEMENT AGRKEMKNT?

7 A. In the context of the present settlement agreement, which disposes ofall issues in the

8 case, rates set based upon a 9.40% ROB can provide investors the opportunity to earn a

9 reasonable return on the Company's capital investment, Based on my knowledge of the

10 capital market, and my understanding of its expectations related to regulated and non-

11 regulated returns in the present economic context, I believe that 9.40% is a sufficient return

12 which the capital market would expect in the context of a comprehensive settlement.

13 Q. WHY IS A SETTLEMENT IMPORANT TO CAPITAL MARKETS?
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involving any industry. I am aware from my experience in mediating and arbitrating labor

disputes that the capital markets in general react favorably to the settlement ofwage/benefit

issues which comprise only one aspect of the overall financial picture for non-regulated

industries, Whether utility rate cases are settled or litigated is even more important to

investors in the utility industry as these cases involve every aspect of the financial picture of

a utility and therefore figure prominently in analysts' reports and evaluations of these cases.

The settlement ofa rate case is therefore a factor that strongly influences the capital market's

assessment of the regulatory climate a utility operates in, The capital market sees settlements

as an indication of a cooperative relationship between a utility and its regulators and the other
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testifying as to the reasons why the 9.40% Retum on Equity ("ROE") agreed to by the parties

is a reasonable ROE for the Company in the context of a comprehensive settlement of this

specific case and why the Commission should approve the proposed settlement.

WHY, IN YOUR OPINION, IS THE SETTLEMENT ROE OF 9.40%

SUPPORTABLE AS A REASONABLE ROE FOR THE COMPANY IN THE

CONTEXT OF A COMPREHENSIVE SETTLEMENT AGREEMENT?

hi the context of the present settlement agreement, which disposes of all issues in the

case, rates set based upon a 9.40% ROE can provide investors the opportunity to earn a

reasonable return on the Company's capital investment. Based on my knowledge of the

capital market, and my understanding of its expectations related to regulated and non-

regulated returns in the present economic context, I believe that 9.40% is a sufficient return

which the capital market would expect in the context of a comprehensive settlement.

WHY IS A SETTLEMENT IMPORANT TO CAPITAL M_TS?

I believe that investors place great importance on the settlement of litigation disputes

involving any industry. I am awal"e from my experience in mediating and arbitrating labor

disputes that the capital markets in general react favorably to the settlement of wage/benefit

issues which comptise only one aspect of the overall financial picture for non-regulated

industries. Whether utility rate cases are settled or litigated is even more important to

investors in the utility industry as these cases involve every aspect of the financial picture of

a utility and therefore figure prominently in analysts' reports and evaluations of these cases,

The settlement of a rate case is therefore a factor that strongly influences the capital market's

assessment o f the regulatory climate a utility operates in, The capital market sees settlements

as an indication of a cooperative relationship between a utility and its regulators and the other
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1 participants in the regulatory process. Given this, I believe that this settlement should be

2 approved.

3 Q. IN YOUR OPINION, ARK THERE OTHER REASONS WHY THK COMMISSION

4 SHOULD APPROVE THK SETTLKMKNT PROPOSED BYTHE PARTIES IN THIS

5 CASK?

6 A. Yes, I believe that administrative economy supports Commission approval of the

7 proposed settlement and that settlements should be favored since they reflect a solution

8 devised by the parties which is more likely to address their needs,

9 Q. WOULD YOU ELABORATE ON THAT STATEMENT?

10 A. Yes. The Commission has scarce resources available to be used in the discharge ofits

11 duties. These are important duties tvhich have been delegated to the Commission by the

12 legislature. Settlement of this case will permit the Commission to focus its resources on other

13 matters within its purview. Further, in my experience as a mediator and arbitrator, I have

14 come to understand that part of the value of settling disputed matters is that it results in a

15 resolution more likely to ftt the needs and circumstances of the parties than does an imposed

16 resolution. I believe that to be the case here.

17 Q. DOES THIS CONCLUDE YOURTKSTIMONY?

Yes, it does.
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participants in the regulatory process, Given this, I believe that this settlement should be

approved,

IN YOUR OPINION, ARE THERE OTHER REASONS WHY THE COMMISSION

SHOULD APPROVE THE SETTLEMENT PROPOSED BY THE PARTIES IN THIS

CASE?

Yes. I believe that administrative economy supports Commission approval of the

proposed settlement and that settlements should be favored since they reflect a solution

devised by the parties which is more likely to address their needs.

WOULD YOU ELABORATE ON THAT STATEMENT?

Yes. The Commission has scarce resources available to be used in the discharge of its

duties. These are important duties which have been delegated to the Commission by the

legislature. Settlement of this case will permit the Commission to focus its resources on other

matters within its purview. Further, in my experience as a mediator and arbitrator, I have

come to understand that part of the value of settling disputed matters is that it results in a

resolution more likely to fit the needs and circumstances of the parties than does an imposed

resolution. I believe that to be the case here.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes, it does.
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EXHIBIT "G"TO SETTLEMENT AGREEMENT

DOCKET NO. 2 06-92-WS
PROPOSED RATE SCHEDULE

1. Monthly Charges

Residential

CAROLINA WATER SERVICE, INC,

SCHEDULE OF RATES AND CHARGES
WATER

Base Facilities Charge per single family

house, condominium, mobile home
or apartment unit:

Commodity Charge:

Commercial

$11.09 per unit

$3.55 per 1,000
gallons or 134 cft

Base Facilities Charge
by meter size:

Commodity Charge:

5/8" meter

5 II

2 II

3fj
4ll

$11.09
$29.02
$58.04
$92.86
$174.12
$290.20

$3.55 per 1,000
gallons or 134 cft

Charges for Water Distribution Only
Where water is purchased from a government body or agency or other entity
for distribution and resale by the Company, the following rates apply:

Residential

Base Facilities Charge per single family
house, condominium, mobile home
or apartment unit:

Commodity charge:

$11,09 per unit

$2.03 per 1,000

Exhibit G

Ii Monthly Charges

Residential

EXHIBIT "G" TO SETTLEMENT AGREEMENT
DOCKET NO. 2006-92-WS

PROPOSED RATE SCHEDULE

CAROLINA WATER SERVICE, INC.

SCHEDULE OF RATES AND CHARGES
WATER

Base Facilities Charge per single family

house, condominium, mobile home

or apartment unit: $11.09 per unit

Commodity Charge: $3.55 per 1,000

gallons or 134 cft

Commercial

Base Facilities Charge

by meter size:
5/8" meter $11.09
1" $ 29.02
1.5" $ 58.04

2" $ 92.86
3" $174.12

4" $290.20

Commodity Charge: $ 3.55 per 1,000

gallons or 134 cft

Charges for Water Distribution Only
Where water is purchased from a government body or agency or other entity
for distribution and resale by the Company, the following rates apply:

Residential

Base Facilities Charge per single family

house, condominium, mobile home

or apartment unit: $11.09 per unit

Commodity charge: $2.03 per 1,000
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Commercial
Base Facilities Charge
by meter size:

5/8" meter
l

II

5ll

3ll

4ll

gallons or 134 cR

$11.09
$29.02
$58,04
$92.86
$174.12
$290.20

Commodity charge; $2.03 per 1,000
gallons or 134 cft

The Utility will also charge for the cost of water purchased from the
government body or agency, or other entity. The charges imposed or
charged by the government body or agency, or other entity providing the
water supply will be charged to the Utility's affected customers on a pro rata
basis without markup. Where the Utility is reguired by regulatory authority
with jurisdiction over the Utility to interconnect to the water supply system of
a government body or agency or other entity and tap/connection/impact fees
are imposed by that entity, such tap/connection/impact fees will also be
charged to the Utility's affected customers on a pro rata basis, without

markup.

Commercial customers are those not included in the residential category
above and include, but are not limited to hotels, stores, restaurants, offices,
industry, etc.

The Utility will, for the convenience of the owner, bill a tenant in a multi-unit

building, consisting of four or more residential units (or in such other
circumstances as the law may allow from time to time), which is served by a
master water meter or a single water connection. However, in such cases all

arrearages must be satisfied before service wiil be provided to a new tenant
or before interrupted service will be restored. Failure of an owner to pay for
services rendered to a tenant in these circumstances may result in service
interruptions.

When, because of the method of water line installation utilized by the
developer or owner, it is impractical to meter each unit separately, service will

be provided through a single meter, and consumption of all units will be
averaged, a bill will be calculated based on that average and the result
multiplied by the number of units served by a single meter.
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Commercial
Base Facilities Charge

by meter size:

gallons or 134 cft

5/8" meter $11.09
1" $ 29.02

1.5" $ 58.04
2" $ 92.86
3" $174.12

4" $290.20

Commodity charge: $2.03 per 1,000

gallons or 134 cft

The Utility will also charge for the cost of water purchased from the
government body or agencyt or other entity. The charges imposed or

charged by the government body or agency, or other entity providing the

water supply will be charged to the Utility's affected customers on a pro rata
basis without markup. Where the Utility is required by regulatory authority

with jurisdiction over the Utility to interconnect to the water supply system of

a government body or agency or other entity and tap/connection/impact fees
are imposed by that entity, such tap/connection/impact fees will also be

charged to the Utility's affected customers on a pro rata basis, without

markup.

Commercial customers are those not included in the residential category

above and include, but are not limited to hotels, stores, restaurants, offices,

industry, etc.

The Utility will, for the convenience of the owner, bill a tenant in a multi-unit
building, consisting of four or more residential units (or in such other
circumstances as the law may allow from time to time), which is served by a

master water meter or a single water connection. However, in such cases all

arrearages must be satisfied before service will be provided to a new tenant

or before interrupted service will be restored. Failure of an owner to pay for
services rendered to a tenant in these circumstances may result in service

Interruptions.

When, because of the method of water line installation utilized by the

developer or owner, it is impractical to meter each unit separately, service will
be provided through a single meter, and consumption of all units will be

averaged; a bill will be calculated based on that average and the result

multiplied by the number of units served by a single meter.
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2. Nonrecurring Charges
A) Water Service Connection {New connections only) $300 per SFE*

B) Plant Impact Fee {New connections only) $400 per SFE*

3. Account Set-Up and Reconnection Charges
a. Customer Account Charge - for new customers only.

b. Alt Areas $13,50

b. Reconnection Charges: In addition to any other charges that may be due,
a reconnection fee of thirty five dollars {$35.00) shall be due prior to the
Utility reconnecting service which has been disconnected for any reason
set forth in Commission Rule R, 103-732.5. Customers who ask to be
reconnected within nine months of disconnection will be charged the
monthly base facility charge for the service period they were
disconnected. The reconnection fee shall also be due prior to reconnection
if water service has been disconnected at the request of the customer.

4. Billing Cycle

Recurring charges will be billed monthly in arrears. Nonrecurring charges will

be billed and collected in advance of service being provided.

5. Extension of Utility Service Lines and Mains

The Utility shall have no obligation at its expense to extend its utility service
lines or mains in order to permit any customer to connect to its water system.
However, anyone or any entity which is willing to pay all costs associated
with extending an appropriately sized and constructed main or utility service
line from his/her/its premises to any appropriate connection point, to pay the
appropriate fees and charges set forth in this rate schedule, and comply with

the guidelines and standards hereof, shall not be denied service, unless water
supply is unavailable or unless the South Carolina Department of Health and
Environmental Control or other government entity has restricted the Utility

from adding for any reason additional customers to the serving water system,
In no event will the Utility be required to construct additional water supply
capacity to serve any customer or entity without an agreement acceptable to
the Utility first having been reached for the payment of all costs associated
with adding water supply capacity to the affected water system.

6. Cross Connection Inspection Fee

Any customer installing, permitting to be installed, or maintaining any cross
connection between the Utility's water system and any other non-public water
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Nonrecurring Charges

A) Water Service Connection (New connections only)

B) Plant Impact Fee (New connections only)

$300 per SFE*

$400 per SFE*

Account Set-Up and Reconnection Charges
a. Customer Account Charge - for new customers only.

b. All Areas $13.50

b. Reconnection Charges: In addition to any other charges that may be due,

a reconnectton fee of thirty five dollars ($35.00) shall be due prior to the

Utility reconnecting service which has been disconnected for any reason
set forth in Commission Rule R.103-732.5. Customers who ask to be

reconnected within nine months of disconnection will be charged the

monthly base facility charge for the service period they were
disconnected. The reconnection fee shall also be due prior to reconnection

if water service has been disconnected at the request of the customer.

Billing Cycle

Recurring charges will be billed monthly in arrears. Nonrecurring charges will
be billed and collected in advance of service being provided.

Extension of Utility Service Lines and Mains

The Utility shall have no obligation at its expense to extend its utility service
lines or mains in order to permit any customer to connect to its water system.

However, anyone or any entity which is willing to pay all costs associated

with extending an appropriately sized and constructed main or utility service

line from his/her/its premises to any appropriate connection point, to pay the

appropriate fees and charges set forth in this rate schedule, and comply with

the guidelines and standards hereof, shall not be denied service, unless water
supply is unavailable or unless the South Carolina Department of Health and
Environmental Control or other government entity has restricted the Utility

from adding for any reason additional customers to the serving water system.
In no event will the Utility be required to construct additional water supply

capacity to serve any customer or entity without an agreement acceptable to
the Utility first having been reached for the payment of all costs associated

with adding water supply capacity to the affected water system.

Cross Connection Inspection Fee

Any customer installing, permitting to be installed, or maintaining any cross
connection between the Utility's water system and any other non-public water
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system, sewer or a tine from any container of liquids or other substances,
must install an approved back-flow prevention device in accordance with 24A
S.C. Code Ann. Regs, R,61-58.7,F.2 (Supp. 200S), as may be amended from
time to time. Such a customer shall annually have such cross connection
inspected by a licensed certified tester and provide to Utility a copy of a
written inspection report and testing results submitted by the certified tester
in accordance with 24A S.C. Code Ann. Regs. R,61—58.7.F.8 (Supp. 2005), as
may be amended from time to time. Said report and results must be
provided by the customer to the Utility no later than 3une 30~ of each year.
Should a customer subject to these requirements fail to timely provide such
report and results, Utility may arrange for inspection and testing by a licensed
certiTied tester and add the charges incurred by the Utility in that regard to
the customer's next bill.

*A Single Family Equivalent (SFE) shall be determined by using the South
Carolina Department of Environmental Control Guidelines for Unit

Contributory Loadings for Domestic Wastewater Treatment Facilities —25
S,C. Code Ann. Regs. 61-67 Appendix A (Supp. 2005), as may be amended
from time to time. Where applicable, such guidelines shall be used for
determination of the appropriate monthly service and tap fee.
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system,sewer or a line from any container of liquids or other substances,
must install an approvedback-flowpreventiondevice in accordancewith 24A
S.C.CodeAnn. Regs.R,61-58.7.F.2(Supp.2005), as may beamendedfrom
time to time. Such a customershall annually have such crossconnection
inspected by a licensedcertified tester and provide to Utility a copy of a
written inspectionreport and testing results submittedby the certifiedtester
in accordancewith 24AS.C.CodeAnn. Pegs.R,61--58.7,F,8(Supp.2005),as
may be amended from time to time. Said report and results must be
providedby the customerto the Utility no later than June 30mof each year.
Shoulda customersubjectto these requirementsfail to timely providesuch
report and results,Utility may arrangefor inspectionand testingby a licensed
certified tester and add the chargesincurredby the Utility in that regardto
the customer'snext bill.

* A Single Family Equivalent(SFE)shall be determined by using the South
Carolina Department of Environmental Control Guidelines for Unit
Contributory Loadingsfor DomesticWastewaterTreatment Facilities-- 25
S.C.CodeAnn. Pegs.61-67AppendixA (Supp.2005), as maybe amended
from time to time. Where applicable,such guidelinesshall be used for
determinationof the appropriatemonthlyserviceandtap fee.
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SCHEDULE OE RATES AND CHARGES

SEWER

Monthly Charges

Residential —charge per
single-family house, condominium,

villa, or apartment unit:

Mobile Homes:

Commercial:

$39.00 per unit

$27.77 per unit

$39.00 per SFE*

Commercial customers are those not included in the residential category above

and include, but are not limited to, hotels, stores, restaurants, offices, industry,

etc,

Charge for Sewer Collection Only

When sewage is collected by the Utility and transferred to a government body or

agency, or other entity, for treatment, the Utility's rates are as follows:

Residential - per single-family house,
condominium, or apartment unit $25.70 per unit

Commercial - per single-family
equivalent $25.70 per SFE*

Charge for Wholesale Service (Midlands Utility) $16.53 per SFE*

The Utility will also charge for treatment services provided by the government

body or agency, or other entity, The rates imposed or charged by the

government body or agency, or other, entity providing treatment will be
charged to the Utility's affected customers on a pro rata basis, without

markup. Where the Utility is required under the terms of a 201/208 Plan, or

by other regulatory authority with jurisdiction over the Utility, to interconnect

to the sewage treatment system of a government body or agency or other
entity and tap/connection/impact fees are imposed by that entity, such

tap/connection/impact fees will be charged to the Utility's affected customers

on a pro rata basis, without markup.
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SCHEDULE OF RATES AND CHARGES

SEWER

Monthly Charges

Residential - charge per
single-family house, condominium,

villa, or apartment unit: $39.00 per unit

Mobile Homes: $27.77 per unit

Commercial: $39.00 per SFE*

Commercial customers are those not included in the residential category above

and include, but are not limited to, hotels, stores, restaurants, offices, industry,
etc,

Charge for Sewer Collection Only

When sewage is collected by the UNity and transferred to a government body or

agency, or other entity, for treatment, the Utility's rates are as follows:

Residential - per single-family house,
condominium, or apartment unit

Commercial - per single-family
equivalent

$25.70 per unit

$25.70 per SFE*

Charge for Wholesale Service (Midlands Utility) $16.53 per SFE*

The Utility will also charge for treatment services provided by the government

body or agency, or other entity. The rates imposed or charged by the

government body or agency, or other, entity providing treatment will be
charged to the Utility's affected customers on a pro rata basis, without

markup. Where the Utility is required under the terms of a 201/208 Plan, or

by other regulatory authority with jurisdiction over the UNity, to interconnect
to the sewage treatment system of a government body or agency or other

entity and tap/connection/impact fees are imposed by that entity, such
tap/connection/impact fees wilt be charged to the Utility's affected customers

on a pro rata basis, without markup.
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The Utility will, for the convenience of the owner, bill a tenant in a multi-unit

building, consisting of four or more residential units (or in such other
circumstances as the law may allow from time to time), which is served by a

master sewer meter or a single sewer connection. However, in such cases all

arrearages must be satisfied before service will be provided to a new tenant
or before interrupted service will be restored. Failure of an owner to pay for
services rendered to a tenant in these circumstances may result in service

interruptions,

Solids Interce tor Tanks
For all customers receiving sewage collection service through an approved
solids interceptor tank, the following additional charges shall apply:

A. Pum in Char e
At such time as the Utility determines through its inspection that excessive
solids have accumulated in the interceptor tank, the Uitility will arrange for

pumping the tank and will include $150,00 as a separate item in the next

regular billing to the customer.

~B. Pum R air or Re lacement Char e
If a separate pump is required to transport the customer's sewage from solids

interceptor tank to the Utility's sewage collection system, the Utility will

arrange to have this pump repaired or replaced as required and will include

the cost of such repair or replacement and may be paid for over a one year

period.

~C. Visual ins ection Port
In order for a customer who uses a solids interceptor tank to receive sewage
service from the Utility or to continue to receive such service, the customer
shall install at the customer's expense a visual inspection port which will allow

for observation of the contents of the solids interceptor tank and extraction of
test samples therefrom. Failure to provide such a visual inspection port after

timely notice of not less than thirty (30) days shall be just cause for
interruption of service until a visual inspection port has been installed,

Nonrecurring Charges

A)

B)

Sewer Service Connection (New connections only) $300 per SFE"

Plant Impact Fee (New connections only) $000 per SFE*

The nonrecurring charges listed above are minimum charges and apply
even if the equivalency rating of a non residential customer is less than

one (1). If the equivalency rating of a non residential customer is greater
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The Utility will, for the convenience of the owner, bill a tenant in a multi-unit
building, consisting of four or more residential units (or in such other

circumstances as the law may allow from time to time), which is sewed by a
master sewer meter or a single sewer connection. However, in such cases all

arrearages must be satisfied before service will be provided to a new tenant

or before interrupted service will be restored. Failure of an owner to pay for
services rendered to a tenant in these circumstances may result in service

interruptions.

Solids Interceptor Tanks
For all customers receiving sewage collection service through an approved

solids interceptor tank, the following additional charges shall apply:

A. Pumpinq Charqe
At such time as the Utility determines through its inspection that excessive
solids have accumulated in the interceptor tank, the Utility will arrange for

pumping the tank and will include $150.00 as a separate item in the next

regular billing to the customer.

B. Pump Repair or Replacement Charge

If a separate pump is required to transport the customer's sewage from solids
interceptor tank to the Utitity's sewage collection system, the Utility will

arrange to have this pump repaired or replaced as required and will include

the cost of such repair or replacement and may be paid for over a one year

period.

C. Visual Inspection Port
In order for a customer who uses a solids interceptor tank to receive sewage

service from the Utility or to continue to receive such service, the customer

shall install at the customer's expense a visual inspection port which will allow
for observation of the contents of the solids interceptor tank and extraction of

test samples therefrom. Failure to provide such a visual inspection port after

timely notice of not less than thirty (30) days shall be just cause for

interruption of service until a visual inspection port has been installed.

Nonrecurring Charges

A)

S)

Sewer Service Connection (New connections only)

Plant Impact Fee (New connections only)

$300 per SFE*

$400 per SFE*

The nonrecurring charges listed above are minimum charges and apply

even if the equivalency ratlng of a non resldential customer is less than
one (i), If the equivalency rating of a non residential customer is greater
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than one (1), then the proper charge may be obtained by multiplying the
equivalency rating by the appropriate fee. These charges apply and are
due at the time new service is applied for, or at the time connection to the
sewer system is requested.

3, Notification, Account Set-Up and Reconnection Charges

a. Notification Fee

A fee of four dollars ($4.00) shall be charged each customer to whom the
Utility mails the notice as required by Commission Rule R. 103-535.1 prior to
service being discontinued. This fee assesses a portion of the clerical and

mailing costs of such notices to the customers creating the cost.

b. Customer Account Charge - for new customers only.

All Areas $13.50

A one-time fee to defray the costs of initiating service. This charge will be
waived if the customer also takes water service,

c. Reconnection Charges: In addition to any other charges that may be due,
a reconnection fee of two hundred fifty dollars ($250.00) shall be due
prior to the Utility reconnecting service which has been disconnected for
any reason set foith in Commission Rule R,103-532.'i. Where an elder
valve has been previously installed, a reconnection charge of thirty-five

dollars ($35.00) shall be due. Customers who ask to be reconnected
within nine months of disconnection will be charged the monthly service
charge for the service period they were disconnected.

Billing Cycle

Recurring charges will be billed monthly, in arrears. Nonrecurring charges will

be billed and collected in advance of service being provided.

Toxic and Pretreatment Effluent Guidelines

The Utility will not accept or treat any substance or material that has been
defined by the United States Environmental Protection Agency ("EPA") or the
South Carolina Department of Environmental Control ("DHEC") as a toxic
pollutant, hazardous waste, or hazardous substance, including pollutants

falling within the provisions of i0 CFR 129.4 and 401.15, Additionally,

pollutants or pollutant properties subject to 40 CFR 403.5 and 403.6 are to be
processed according to the pretreatment standards applicable to such
pollutants or pollutant properties, and such standards constitute the Utility's
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than one (1), then the proper charge may be obtained by multiplying the
equivalency rating by the appropriate fee. These charges apply and are

due at the time new service is applied for, or at the time connection to the

sewer system is requested.
Notification, Account Set-Up and Reconnection Charges

a. Notification Fee

A fee of four dollars ($4.00) shall be charged each customer to whom the
Utility mails the notice as required by Commission Rule R. 103-535.1 prior to

service being discontinued. This fee assesses a portion of the clerical and

mailing costs of such notices to the customers creating the cost.

b. Customer Account Charge - for new customers only.

All Areas $13.50

A one-time fee to defray the costs of initiating service. This charge will be
waived if the customer also takes water service,

C_ Reconnection Charges: In addition to any other charges that may be due,

a reconnection fee of two hundred fifty dollars ($250.00) shall be due

prior to the Utility reconnecting service which has been disconnected for
any reason set forth in Commission Rule R,103-532.4. Where an elder

valve has been previously installed, a reconnection charge of thirty-five

dollars ($35.00) shall be due. Customers who ask to be reconnected
within nine months of disconnection will be charged the monthly service

charge for the service period they were disconnected.

Billing Cycle

Recurring charges will be billed monthly, in arrears. Nonrecurring charges will

be billed and collected in advance of service being provided.

Toxic and Pretreatment Effluent Guidelines

The Utility will not accept or treat any substance or material that has been

defined by the United States Environmental Protection Agency ("EPA") or the

South Carolina Department of Environmental Control ("DHEC") as a toxic
pollutant, hazardous waste, or hazardous substance, including pollutants

falling within the provisions of 40 CFR 129.4 and 401.15. Additionally,
pollutants or pollutant properties subject to 40 CFR 403.5 and 403.6 are to be

processed according to the pretreatment standards applicable to such
pollutants or pollutant properties, and such standards constitute the Utility's
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minimum pretreatment standards. Any person or entity introducing any such
prohibited or untreated materials into the Company's sewer system may have
service interrupted without notice until such discharges cease, and shall be
liable to the Utility for all damages and costs, including reasonable attorney's
fees, incurred by the Utility as a result thereof.

Extension of Utility Service Lines and Mains

The Utility shall have no obligation at its expense to extend its utility service
lines or mains in order to permit any customer to discharge acceptable
wastewater into one of its sewer systems. However, anyone or any entity
which is willing to pay all costs associated with extending an appropriately
sized and constructed main or utility service iine from his/her/its premises to
an appropriate connection point, to pay the appropriate fees and charges set
forth in this rate schedule and to comply with the guidelines and standards
hereof, shall not be denied service, unless treatment capacity is unavailable
or unless the South Carolina Department or Health and Environmental Control
or other government entity has restricted the Utility from adding for any
reason additional customers to the serving sewer system.

In no event will the Utility be required to construct additional wastewater
treatment capacity to serve any customer or entity without an agreement
acceptable to the Utility first having been reached for the payment of all costs
associated with adding wastewater treatment capacity to the affected sewer
system.

A Single Family Equivalent (SFF) shall be determined by using the South
Carolina Department of Environmental Control Guidelines for Unit
Contributory Loading for Domestic Wastewater Treatment Facilities -25
S,C. Code Ann. Regs. 61-67 Appendix A (Supp, 2005), as may be
amended from time to time, Where applicable, such guidelines shall be
used for determination of the appropriate monthly service and tap fee.
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